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QUARTERLY ESTIMATES OF THE CANADIAN BLANCE OF INTERNATIONAL PAYMENTS 


FIRST QUARTER 1966 


At $396 million, Canada's deficit on international transactions in goods and services in the 
first quarter of 1966 was close to the estimate of $401 million for the same period in 1965. This 
stability in the balances resulted from an improvement of $40 million in the merchandise deficit, and 
a widening of $35 million in net payments on service transactions. The current account deficit with 
the United States and the surplus with the United Kingdom were also close to the previous year's 
levels; and there was an improvement of $9 million in Canada's surplus on current account with other 
countries. Within this group, there were deteriorations in the balances with the Rest of the Sterling 
Area and with other OECD countries in Europe, which were more than counterbalanced by a fairly sub- 
stantial expansion in Canada's current account surplus with the remaining countries. 


The new high levels of international trade in the quarter are in part a direct accompaniment 
of the rising pace of economic activity in North America. But they also reflect certain special in- 
fluences which contributed to containing the deficit under such strong conditions of demand. Among 
these were greatly expanded trade in automobiles and parts, sales of wheat to China and the USSR, and 
some net retarding effects upon imports from a labour dispute in the trucking trades in Ontario. 


Summary statement 


1965 1966 
1964 1965 — !-C 
10 IT O Dits048- 1076 Ing 
millions of dollars 
Merchandise trade balance ......cecceeeeee + 700 ae Ok a - 28 ae) Gh5)5) ape dl 2 
Deficit on non-merchandise transactions = 1,133 Wale 2S) / 59 - 339 - 145 - 394 - 394 
Gurrent account balance: ows: . coweeteces cs” = 433 ~el.136 (= .401 - 367 TO - 378 - 396 
BEPLEALAMOVEMENEE (1) cscccncscines cceeee, £196 + 1,293 +329 + 368 +216 + 380 + 257 
GG aL LO EINS ois sie sissi6)s, 6 3.655, 0 «6,013 446 Wht . 04,099 700g netoici A Pees oP le eee + 464 
Short-term forms eeoeoecreee eee eo eevee severe asi 5i7/ + 685 + 208 + 278 + + 197 - 207 
Change in official holdings of gold, 
foreign exchange, and net balance with 
International Monetary Fund .......... + 363 kOe a a Loe ee ee tee - 139 


(1) Excluding change in official exchange holdings. 


The net capital inflow into Canada during the first quarter of 1966 amounted to $257 million, 
and there '’was a net reduction in official Canadian monetary assets of $139 million. A contributing 
factor in the first quarter was a special repurchase from United States investors by the Government of 
Canada of some $40 million of its outstanding obligations. An understanding exists between the Canadian 
and United States authorities that a reduction in the level of Canadian reserves would be undertaken. 
The results were achieved despite the effects of the joint request by the Canadian and United States 
authorities in November of 1965 to Canadian borrowers and their underwriters to defer until 1966 deliv- 
ery of the proceeds of security issues in the United States. Very substantial amounts which might 
otherwise have been received earlier were received in the first quarter when the proceeds of new issues 
sold to non-residents reached $618 million, but a sharp increase in holdings of foreign currency depos- 
its by residents of Canada - which may of course be related to the security deliveries - was a signif- 
icant offset to part of the inflow. 


Merchandise Trade Balance Improves 


Merchandise exports and imports (adjusted for balance of payments use) reached a position of 
virtual balance in the first quarter of 1966, as compared with an import balance of $42 million one 
year before. Merchandise exports advanced more than 21 per cent from $1,825 million to $2,213 million 
between the March quarters of 1965 and 1966, while merchandise imports rose over 18 per cent from $1,867 


million to $2,215 million. 


The surplus of about $36 million as indicated by the Trade of Canada sources was transformed 
into a deficit of $2 million as a result of the usual adjustments for balance of payments purposes. 


{llion from the Trade of Canada export total was ascribable mainly to a timing 
hipments and also to deliveries of aircraft for which payments had been received — 
The addition of some $25 million to the Trade of Canada import total included 
reraft and also on defence goods, offset in part by a delivery of a sub- 


A reduction of $13 m 
adjustment for wheat s 
in earlier quarters. 
progress payments on civil ai 
marine. 


Summary of Current Transactions with the United States, United Kingdom and Other Countries 


First Quarter 1965 and 1966, and Change Between the Periods 
I 
1965 1966 Change 1965 1966 Change 


millions of dollars 


All countries United States 

+ 285 
Merchandise exports (adjusted) ........- Pete Lol 7 ee» Ne +7388 1,070 1,355 
Merchandise imports (adjusted) ...........- 1,867 2B DNS, + 348 WsSiZ/7/ 1,650 a PANS) 
Balance on merchandise trade ..........2.0.% - 42 - 2 + 40 - 307 - 295 + 12 
Other current receipts ...... abeieiorsteverercietetersis 481 523 gees 74 294 323 <p WAS, 
Otter current payments ess cccsas cuss aenercere 840 O17 rene fT) 576 616 + 40 
Balance on non-merchandise transactions ... <- 359 - 394 - 35 - 282 - 293 = 11 
TOEee LOCeIpES 2... ss mec ahete cee a¥ee's AaB boo DOOD meee 27736 + 430 1,364 1,678 + 314 
Potel PAYMSNES - sc cause esse voce siveed cosas c2yh01 Sh Sy ae ADS 1,953 2,266 + 313 
Current. account balance « .seiscesasesccecstay = GOL - 396 + 5 - 589 - 588 + il 

United Kingdom Other countries 

Merchandise exports (adjusted) .....eeeeeee 257 270 + ©13 498 588 + 90 
Merchandise imports (adjusted) ......ceseoee 141 149 + 8 349 416 + 67 
Balance on merchandise trade .....ccecccecsess + 116 + 121 + 5 + 149 + 172 a WS 
QEnerecuUrment LeCelpts! ic cte ele cic os wielelelcie as et ii ie - 2 110 US coe wes 
Othewecurnrent | PAYMEN ES “oleic cicieicietecielercieteretsierers 91 99 qe i7/s! 202 ae VAY 
Balance on non-merchandise transactions ... - 14 - 24 - 10 - 63 Say fi - 14 
MOLAMEre Cet PUS™ stcisieissiels os sisvele's cietetes cee erele cies 334 345 an dkal 608 Yas’ +105 
Total payments e@eesoeee@espeoevesepeeoeea eve eeeeea eee 232 248 + 16 522 618 + 96 
Gurrenk account’ balances... .2.% ccs sicecccess t+ LOZ + 97 - 5 + 86 + 95 + 9 


Roughly 73 per cent of the $388 million gain in merchandise exports between the first 3 months 
of 1965 and 1966 took place in trade with the United States, as economic activity continued to expand 
in that country, Shipments of automobiles, trucks and vehicle parts together, to all foreign markets, 
increased about $140 million between the two periods. A large part of this gain, and also of the rise 


in imports, was the direct outcome of the duty-free trade in automotive equipment under the Canada - 
United States agreement of January 1965. 


Other increases in Canadian exports to all countries were widespread. Advances of over $30 
million each were recorded for shipments of wheat and newsprint. Slightly lower increases occurred in 
exports of copper and aluminium. Exports of a large number of other commodities such as meat, flour, 
furs, hides and skins, petroleum, asbestos, lumber, pulp, fertilizers, machinery, aircraft engines and 
parts rose less substantially. Iron ore, uranium, fabricated steel materials and aircraft are commod- 
ities whose deliveries were lower in the March quarter of 1966. 


Some 78 per cent of the $348 million expansion in merchandise imports to $2,215 million - an 
even higher share than in the case of exports - originated in Canada's trade with the United States. 
Commodity details are not yet available for recent months, but industrial materials, automobiles and 


parts, tractors, machinery, equipment and scientific instruments, and consumer goods were undoubtedly 
featured among import increases. 


Major Items in the Balance on Non-Merchandise Transactions 


enn 


First three months 


Change 
1963 1964 1965 1966; 22, 1998 
en 
millions of dollars 
mold production’ available for exporti-siiescsssaws sees 00 41 ten +...35 ini34 aur] 
Travel expenditures eoeereeeereose eer eee eee eeeseeeoeeeeee = 63 +. 91 ad 89 - 107 18 
Interest and dividends eoeeecereeoereeseeeeeeeeeeeesevece “ jLSyph te iy oa sey /Bl = 186 = 15 
Freight and shipping eoeeeseeeeoee ere eeeoeeeoeaeeeeoceaeee = al brs 2: = 9 Lav 8 + 1} 
Inheritances and migrants' funds .......ccccccccccce - 12 - 8 +e +) 49 =e 
Official contributions eoeoseeeoeceoeoeeeeeeesesoeeeeeoeoes = LS = ih a 23 iar 33 = 10 
All other current transactions eoereeoerereeeceoee ees eeoeeoe2 i 101 a 122 = 104 = 103 AE il 
Balance on non-merchandise transactions ........... - 312 - 373 - 359 - 394 - 35 


Deficit on Services and Other Non-merchandise Transactions 


Canada's deficit on non-merchandise transactions rose about 10 per cent from $359 million to 
$394 million in the first quarter of 1966. In the same period of 1964, the imbalance was $373 million. 
The $35 million increase between the March quarters of 1965 and 1966 was attributable to travel expend- 
itures, interest and dividends and to official contributions, offset in part by migrants’ funds and 
inheritances. 


Net payments on travel account increased $18 million to $107 million, the highest first quarter 
deficit, without allowance for seasonal fluctuations. This resulted from a $28 million rise in travel 
payments from $152 million to $180 million outweighing a gain in receipts from $63 million to $73 
million. Of the $18 million widening in the travel deficit, $10 million originated in transactions 
with the United States. Receipts which had been stable at $53 million in the first 3 months of 1964 
and 1965 increased to $63 million in 1966. With, however, a $20 million rise in payments to $133 
million, the travel deficit with the United States increased from $60 million to $70 million. The 
first quarter travel deficit with overseas countries has fluctuated within a narrow range in recent 
years. With the receipts unchanged at $10 million, while payments increased $8 million to $47 million, 
the deficit widened from $29 million to $37 million in the initial quarter of 1966. This overseas 
deficit compared with $35 million for the same period of 1964, 


Travel Expenditures 
Net payments of interest and dividends, 
which had remained unchanged at $171 million in 
Change the first quarters of 1964 and 1965, increased $15 
in 1966 million to $186 million in 1966. These amounts 
represented between nearly 46 per cent and about 


First three months 


1963 1964 1965 1966 


millions of dollars 47 1/2 per cent of all non-merchandise deficits in 
the respective quarters. Receipts of interest and 

United States: dividends were up $2 million from $65 million in 
Receipts ..... 46 53 53 63 +10 the first quarter of 1965, while payments rose $17 


Payments ..... 79 109 its 133 + 20 million to $253 million. This increase in payments 


Balance: ...... = oS — = 50 "= 60 - 70 - 10 was distributed $9 million to interest and $8 
million to dividends. Higher interest payments 
Overseas: followed large sales to non-residents in earlier 
Receipts ..... 5 6 10 10 - periods of new bonds, particularly corporate 
Payments ..... 35. 41 39 47 + 8 issues, which were offset in part by retirements. 
Balance’. ..d.,') = 30° °'="35' = .29 - 37 ag Dividend payments by Canadian subsidiaries to non- 
resident parents were higher in 1966, as also were 
All countries: net profits of unincorporated branches, but div- 
Receipts ..... 51 59 63 73 an lo) idend payments on portfolio investment were lower. 
Payments ...-. 114 150 152 180 + 28 Continuing net purchases of Canadian stocks from 
Balance’ ...... = 63° --91 - 89 = 107 - 18 non-residents have contributed to this decline. 


Ae Be 


: Up $10 million over the first quarter of 
aise cates ae tea alia 1965, official contributions of $33 million in 196 
Le peached a record level in recent, yeatacm (ommeds ae 
nd donations (in particular, wheat flour) under the 
one Toe. smenrect Peecenee World aie cit tear were much higher in the March 
millions of dollars quarter of 1966, as were contributions, but more 
moderately, under the traditional bilateral aid 
1963 860 314 546 programs. 
6 642 
oe ee sae 674 Net receipts of migrants' funds and inher- 
itances increased from $2 million to $9 million 
1964 19 236 73 163 due to a $6 million fall in payments to $34 milli 
ir9 209 94 115 combined with a $1 million rise in receipts to $43 
je (9) 204 Le, 132 million. Lower payments resulted from a drop in 
IV Q 529 97 PAY the number of Canadian emigrants to the United 
States following introduction of new visa regula- 
1965 1840. 230 Lif 159 tions in December 1965. Offsetting influences 
1hi (6) 247 107 140 probably also prevailed from a change in the 
jE 8) 224 78 146 demographic and economic characteristics of the 
IV Q 341 a2 229 migrants, 
1966 TELS, 253 86 167 Other items contributed only slightly to 


the overall change in the deficit on "invisibles". 
Either similar increases occurred in both receipts 
and payments as in the case of freight and shipping services, or the estimates remained little changed 
between the first quarters of 1965 and 1966 as in the cases of gold production available for export 
and certain components of miscellaneous current transactions. 


Seasonally Adjusted Series of Current Account Transactions 


In this issue new data are introduced showing seasonally adjusted series of current account 
transactions to assist users in analysing trends. Similar data are not produced for capital movements 
or sources of financing as transactions of this kind are highly irregular. In using the new series 
users should bear in mind that current account transactions, too, may at times be subject to special 
and irregular influences such as industrial disputes, changes in taxes and in other administrative 
regulations, new contracts, productive capacity and industrial arrangements, and the changing incidence 
of the calendar, public holidays, and the opening of navigation. 


In the first quarter of the year there is normally a smaller flow of commodity trade than in 
subsequent months with exports usually being influenced more relatively in this pattern than imports. 
The application of the seasonal adjustment technique thus is to increase exports more than imports in 
this quarter. This year there were also several special factors which contributed to making the mer- 
chandise balance exceptionally favourable in the first quarter of 1966. A strike in the trucking 
industry in Ontario retarded the flow of imports from the United States more than exports. Under the 
stimulus of the Automotive Free Trade Agreement, the increase between the first quarters of 1965 and 
1966 in exports of cars, trucks and parts to the United States topped $140 million, and this gain alone | 
is large enough to account for much of the export rise. There also appears to have been a substantial 
rise in imports of vehicles and parts from the United States, but precise figures are not yet available 
The eventual seasonal patterns of these new movements in automobiles and parts are not yet known. 


The seasonally adjusted estimates, shown below, are at quarterly rates and include migrants' 
funds and inheritances, which are given in the footnotes to the statement. The estimates of exports 
and imports of goods and services, seasonally adjusted, which are featured in the National Accounts 
report (Cat. No. 13-001), are given at annual rates and exclude migrants' funds and inheritances. 


At $187 million, seasonally adjusted at quarterly rates, the current account deficit for the 
first quarter of 1966 was about one-half the estimate of $375 million for the preceding quarter, which 
was at a peak level in 1965 and in recent years. Total payments for goods and services of $3,393 
million in the first quarter stood at a level only about 1 per cent above the estimate of $3,356 million 
in the December quarter. Total current receipts, on the other hand, rose 7 1/2 per cent from $2,981 
million to $3,206 million between the two most recent periods. These receipts, after allowance for 
regular seasonal fluctuations, had grown some 3 per cent in successive 3-month periods following the 
first quarter of 1965. Total payments, which had increased roughly 3 1/2 per cent in the two middle 
quarters of 1965, rose 6 1/2 per cent in the final quarter of the year. This substantial increase and 
the sharp gain in the first quarter 1966 in total current receipts were attributable to merchandise 
trade. Seasonally adjusted merchandise imports rose about 9 per cent in the fourth quarter of 1965, a 
merchandise exports, similarly adjusted, advanced over 7 per cent in the following quarter. 


i ee 


Exports and Imports of Goods and Services 


(Seasonally adjusted at quarterly rates) 


Goods Services 
Total Current 
Total pay account 
cea é 
Exports Imports Balance Receipts(1) es Balance receipts ments balance 
millions of dollars 
code “SL Q°74 2,067 2,030 + By 641 916 = - pag ibe 2,708 2,946 - 238 
LIQ? 26238 2,078 + 60 658 O71 sree Sts 25796 35049 =) 6258 
TITEOo a 2,203 25263 + 40 679 989 = =310 2,882 35452Vee2 § 270 
L¥* OP 4:5 2,329 22365 - 36 652 991° 339 2,981 563560 7375 
Years. 2: Ser 7 8 , 636 + 101 2,630 3,607 237 11,367 12,503. = 35136 
F966" bF1n Qs 2. 27, 503 24393 +110 703 1,000 - 297 3,206 I 3935R\= 187 


(1) Including immigrants' funds and inheritances: 52, 53, 53, 53 and 53. 
(2) Including emigrants' funds and inheritances: 49, 51, 54, 52 and 41, 


The deficit on non-merchandise transactions dipped below $300 million, seasonally adjusted at 
quarterly rates, in the first quarter of 1966 from approximately $340 million in the preceding quarter. 
Receipts on "invisibles" rose nearly 8 per cent from $652 million to $703 million, while payments were 
only a shade higher at $1,000 million. Well over 40 per cent of the gain in receipts originated from 
travel; and interest and dividends and freight and shipping transactions together accounted for about 
another 50 per cent of the increase. On the payments side, travel, freight and shipping services rose, 
while emigrants' funds and interest and dividends declined from the fourth quarter of 1965. 


Transactions by Areas 


In transactions with the United States on current goods and services, total receipts advanced 
$314 million, or 23 per cent, from $1,364 million in the first quarter of 1965 to $1,678 million in 
1966. Total payments increased $313 million, or 16 per cent, from $1,953 million to $2,266 million. 
The current account deficit in consequence narrowed $1 million to $588 million. 


Merchandise exports advanced $285 million, or more than 26 per cent, from $1,070 million to 
$1,355 million, while merchandise imports were up $273 million, or nearly 20 per cent, from $1,377 
million to $1,650 million in the first quarter of 1966. The import balance accordingly contracted $12 
million from $307 million to $295 million. Some highlights on commodity changes generally were referred 
to earlier. More than half of the rise in exports was concentrated in automobiles and parts, and 
prominent portions of the remainder were made up of newsprint and metals. 


The $12 million decline in the merchandise deficit was almost counterbalanced by an expansion 
of $11 million in net payments on non-merchandise transactions to $293 million in the first 3 months 
of 1966, which was almost entirely attributable to the rise in the travel deficit from $60 million to 
$70 million, described before. Transactions in interest and dividends and in freight and shipping 
services contributed equally to a $10 million deterioration. A reduction of nearly the same proportion 
occurred in net payments of migrants' funds and inheritances for the reasons mentioned earlier. Small 
and generally offsetting changes occurred in the balances of other non-merchandise items. 


A rise of $11 million in total current receipts from the United Kingdom from $334 million to 
$345 million was exceeded by an increase of $16 million in total payments from $232 million to $248 
million. The decline of $5 million in the current account surplus to $97 million originated in non- 
merchandise transactions, as the merchandise surplus rose $5 million to $121 million. The increase in 
merchandise exports from $257 million to $270 million was larger by $5 million than the rise in mer- 
chandise imports from $141 million to $149 million. As shipments of wheat were down somewhat, the 
Overall gain in exports encompassed industrial materials and manufactured goods. A small decline in 
receipts together with a slight rise in payments of interest and dividends accounted for most of the 
$10 million expansion in the "invisible" deficit. The changes in the balances of other non-merchandise 
items were small and nearly offsetting. 


Ret 38 


With a $23 million expansion in 


the merchandise surplus with other coun- 
LD LL Reg) . Sl Saag Uae» ethlesefrom. $149 million tomees tem enue 


Quarterly Current Account Balances 


ae) II Q TLE-Oy oh. 6 Year offset in part by a $14 million increase 
in the non-merchandise deficit to $77 
millions of dollars million, Canada's current account surplus 
Talteadctatest widened from $86 million to $95 million 
1963 ....ceeeeee - 348 - 345 - 60 - 409 - 1,162 in the first quarter of 1966. Most of the 
i Sree ee eee . = 549 - 512 - 115 - 479 - 1,655 $90 million gain in merchandise exports 
TORS VERS oo he _ = 589 - 536 - 180 - 626 - 1,931 to other countries from $498 million to 
TORE See var eek ie? OS $588 million occurred with countries other 
; than those in the sterling area or in the 
: OECD group of countries in Europe. Ship- 
eo mo ae + 81 +116 + #97. +120 + #£#=+414 += #«2ments of wheat to Mainland China and on 
VO GLitxs cio ows ere OO. ca 52 +5160) +5205 + 607 Russian account, which were together 
DGS hon ce eane 5 +102 +140 +122 +132 + 496 #£=nearly $50 million higher in the first 3 
LOGON. S. ctkateue sles, + 97 months of 1966, were an important factor 
in the export rise. Exports of crude and 
Other countries: fabricated industrial materials were also 
EGS) ated an eee den + 29 + 20 - 13 +4170 $+ £4206 #£.considerably higher. Merchandise imports 
TOA, @ ners © x eatw Bid +121 +212 +4169 +4113 + #615 were up $67 million or 19 per cent from 
DOG Re $4 wt wn eee + 86 + 29 + 68 +116 + £299 $349 million to $416 million. The in- 
Dba c eee a emnn CT Oo crease of $10 million in official contri- 


butions and less favourable balances on 

travel, investment income and migrants' 

funds were in part offset by an improved balance on freight and shipping transactions and expenditures 
at the Expo 67 site by foreign governments. 


Financing of Canada's Bilateral Account with the United States 


1965 1966 
1963 1964 1965 


116) ibat (0) III Q IV Q i 0) 
millions of dollars 


Transaction with the United 

States(1) 
Current account balance ........ - 1,316 
Capital movements in long-term 

COUIGG 1S wieinibiin.s ort nies «5% elon oi a O45 sp (kasi aR feYACQ) + 178 ar NS y/ se AT Al + 236. ote O50 
Capital movements in short-term 


i 
— 
co 
.2) 
oO 

J 
Nh 
oO 
Ov 
\o 

i 


624 - 570 - 215 - 660 - 622 


Vet ES RS oe eee ee oF 7 + 068 - Bi). - 177 - 150 - 288 +o 243 - 18 
ARON NE SS ee eee nie beisiets aistokess te - 466 - 45 - 1,601 - 623 - 563 - 232 - 183 - 104 
Financing 
Transactions with rest of world: 
Current account balance ...... ae LepX0) 3 ey + 795 + 188 + 169 + 190 + 248 02. 
Capital movements in long-term 
OMI. si acs 6 0 uabibinbedeigte) seks cisanae! - 206 - 234 - 232 - 57 - 67 a 17, ep Gy = af2 
Capital movements in short- 
ferme KEOrms G2.) vcvesepsiew o Betetaiers + 44 - 725 ae Ul SOS + 385 + 428 + 290 - 46 - 189 
Supa tote Va. tte 6 oes oleic wince stile + 458 263 ap NAC PAO, ae SUS} 50 + 423 ce teal - 69 


Gold production available for 
GEPOTE: ciceciamive siciewonscesecosn. + 154 + 5 + ~138 + 35). + 3G) 35. ee eee ee 
Increase (-) in official 
Canadian holdings of gold, 
foreign exchange, net asset 
EE CG EME, 5 OE C ge a 9 mi esecess ae 146 - 363 


BEA aan sas voie oiotees 466 + 45 


jhe ae wy 4 - 1 - 226 - eae tLe 
Loot O23 5 OS + 232 See ee Le 


+ 
+ 


(1) Excluding gold production available for ex 
financing. 


(2) There is a discontinuity at the end of 1963 in the allocation bilaterally of capital movements in 
short-term forms, implying accumulated earlier net overstatements of inflows from the United States 


See net understatements of inflows from the rest of the world of the order of $200 
m on. 


port and changes in official monetary assets, shown with 


Canada's current account deficit with the United States in the first quarter of 1966 (excluding 
gold production available for export, which is conventionally attributed to the United States account) 
was $622 million. Capital movements in long-term forms between the two countries produced an inflow of 
$536 million, but an outflow from Canada of $18 million was indicated from transactions in short-term 
forms (apart from changes in official holdings of gold and United States dollars). The very substantial 
inflow in long-term forms reflected inter alia a net reduction of $229 million in undelivered new issues 
of Canadian bonds. In sum, these transactions with the United States gave rise to net payments by 
Canada of $104 million. This amount represented a considerable reduction from the extraordinarily 
large imbalances recorded through 1965. It was nevertheless higher than for many earlier quarters and 
indicated a continuing positive contribution by transactions with Canada to the balance of payments 
position of the United States. 


With the United Kingdom and other overseas countries there were also net payments by Canada for 
the first quarter since 1964, The net current account surplus of $192 million was less than net capital 


outflows from Canada aggregating $261 million. More than half of this outflow represented the net with- 
drawal from the Canadian banking system of foreign currency deposits by overseas customers. 


These imbalances of $104 million with the United States and $69 million with overseas countries 
were financed by a net reduction of $139 million in official holdings of gold, foreign exchange, and 
IMF balances, and by Canadian gold production of $34 million. 


While the net spot holdings of foreign currency assets by the Chartered Banks were little 
changed during the quarter, rising by only $10 million on a transactions basis, claims on residents of 
the United States fell by $183 million, and liabilities to them by $156 million. With overseas coun- 
tries assets fell by $54 million while liabilities fell $205 million. Foreign currency claims on 
Canadians increased by $66 million and liabilities rose $180 million, the latter probably reflecting 
in part the delayed conversion of the proceeds of new issues delivered during the quarter. Thus the 
net change of $10 million reflected declines of net assets of $27 million and $114 million respectively 
with residents of the United States and of Canada, and an increase of $151 million in net assets with 
residents of overseas countries. 


Abstracting the net outward transactions of $124 million with non-residents by or through the 


Canadian banking system, all other capital movements in the first quarter produced $381 million made 
up of $491 million from the United States less $110 million to overseas countries. 


Capital Movements 


1965 1966 
Summary 1964 1965 i Da ES CL IL A, 
IQ II Q LILQ IV Q if 0) 
millions of dollars 
Capital movements in long-term forms .... + 853 + 608 + 121 + 90 + 214 + 183 -+ 464 
Capital movements in short-term forms(1) - 57 + 685 + 208 + 278 Se + 197 - 207 
Balance on goods and services .......2e2- ~- 433 see LO - 401 - 367 10 - 378 - 396 
Change in official holdings of gold, 
foreign exchange, and net balance with 
the International Monetary Fund ....... + 363 + ohb7 - 72 ea rey 7As' mi pee, we ie kS 


(1) Excluding items in final line. 


The net capital inflow into Canada (apart from official monetary movements shown separately in 
the balance of payments statements) totalled $257 million in the first quarter of 1966 compared with 
$329 million a year earlier. With the deficit on current account varying only slightly in the two 
quarters, the decline in official monetary assets increased to $139 million from $72 million. 


There were dramatic shifts in the composition of capital flows. Inflows in long-term forms rose 
from $121 million in the first quarter of 1965 to $464 million a year later. Some $326 million of the 
change reflected increased receipts from portfolio security transactions. It will be recalled that in 
the fourth quarter of 1965 arrangements were made to defer until 1966 deliveries of Canadian new issues 
in the United States market. Some special interest may therefore attach to the statement comparing 
actual inflows in long-term forms with series adjusted to reflect the timing of security offerings. 


= Lo = 


Long-Term Forms This shows that undelivered issues rose by 
rt ee oe ee $124 million during the fourth quarter of 196 
and fell by $229 million in the first quarter 
Actual satan ptctaets of 1966. Had all sales been delivered in the 
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Gn es inflow Ciningsos secant Cy quarter in which they were offered the inflow 
see tac in long-term forms in the first quarter of 
millions of dollars 1966 would have been $235 million, equivalent 
to 59 per cent of the deficit on current 
1963 05/7 + 426 account. 
1964 ap Sys! +762 
1965 + 608 + 880 Capital movements in short-term forms 
which had resulted in an inflow of $208 mill- 
1964 LO - 15 - 49 ion in the first quarter of 1965, resulted in 
17 6 + 152 + 96 an outflow of roughly the same magnitude in 
Ti1°O + 223 + 429 the first quarter of 1966, a swing of $415 
IV Q + 493 + 306 million. (Movements in the final quarter of 
1965 and the first quarter of 1966 were also 
1965 IQ ae ARPA ap AOS largely offsetting in total, although this 
11:8 + 90 + S7 was not the case with respect to the componen 
Fil + 214 + 311 items). The largest part of the change re- 
IV Q +183 S507 flected the accumulation by residents of 
Canada in the first quarter of 1966 of sub- 
1966 IQ + 464 +7230 stantial deposits in foreign currency, while 


a year earlier these foreign assets had been 
sharply reduced. 


Direct Investment 


The net capital inflow for direct investment in foreign controlled enterprises in Canada rose 
sharply during the quarter to an estimated $120 million, some $20 million higher than last quarter's 
inflow. Over 80 per cent of this quarter's inflow came from the United States. 


There was a slight shift in the industrial allocation of the inflow, with greater emphasis being 
given to the petroleum and natural gas industries which received over half of the net investment. The 
mining and manufacturing industries, however, continued to receive substantial amounts. 


Canadian direct investment abroad produced an outflow of $20 million, most of which was chan- 
nelled into the finance industry, aluminium production and shipping. The bulk of the net outflow went 
to the United States, while the United Kingdom also received a significant amount. 


Security Transactions 


There was a sharp increase in the net capital inflow arising from Canada's international trans- 
actions in portfolio securities during the first quarter of 1966. The net inflow of capital at $418 
million was almost four times as large as the inflow of $108 million registered for the last quarter of 
1965. Net sales of Canadian securities reached the high level of $488 million, while net purchases of 
foreign securities also increased to $70 million. 


New Issues of Canadian Bonds Sold to 


New issues of Canadian securities were 
United States Residents 


again the dominant feature of trading with sale 


RET re aT Se va for the first quarter climbing to a record high 
Period Offerings Deliveries deddve react of $618 million, or more than double last quar- 
Hee ter's figure of $250 million. A substantial 
increase in new bond issues of corporations to 
196k: “Yaee 983 1,054 5] $370 million was the major factor in this move- 
1965 " 15347 1,075 323 ment. Deliveries of prior offerings of new 
bond issues sold to United States residents 
1965 IQ 339 255 135 were unusually large at $323 million. Included 
II Q 265 598 102 in this amount was the large volume of new 
III Q 387 290 199 issues which were placed on the New York capita 
IV Q 356 232 323 market in the last quarter of 1965 but whose 
delivery was deferred until 1966. The net out 
1966 IQ 336 565 94 flow for the repatriation of outstanding Cana- 
dian equiti fell sh 
ee a eee ee ee Cee 
ah g. core eres q es fe sharply to $13 million from 


the $62 million recorded last quarter, while 


» {]-< 


retirements of Canadian securities held abroad at $106 million showed an increase of $32 million over 
retirements in the last quarter of 1965. This was more than accounted for by the Government of Canada's 
exceptional repurchase of some $40 million of its outstanding bonds from United States residents in 


January which for the purposes of this report has been treated as a retirement. 


Detail of Transactions in Foreign Securities Transactions in foreign securities 
during the first quarter led to an unusually 

| Items - D6, 7, 8 large net capital outflow of $70 million. 

| Canadian purchases of foreign new issues, which 
) 1965 1966 included a new offering in Canadian currency 


by an international institution, reached $27 
million and net acquisitions of outstanding 
securities rose to a record level of $46 mill- 


Item SR PS Ee ee Sea 
TaO LTO Mult O LV AO. Q 


millions of dollars ion. Net purchases of outstanding United 
States bonds, which, it will be noted, include 
Outstanding issues .. - ll - 13 - 16 - 2 =- 46 so-called "offshore" borrowings by United 
States companies, approximated $7 million, 
Mew LSSUES sstecteuss “= 27 “=> 6 Sa88 SG=813) = 22/ while net purchases of outstanding United 
States equities, were particularly high at 
Retirements SISTERS te 4 sea ae pat lll Si aa ame ail rile $40 million. The retirement of foreign secu- 
rities held in Canada produced an inflow of 
(A minus sign indicates an outflow of capital from $3 million. 


Other Capital Flows in Long-Term Forms 


Detail of Long-term Capital Transactions n.i.e. Disbursements by the Canadian govern- 
ment under intergovernmental loan programs and 
Item D13 for subscription payments to international in- 


stitutions aggregated $6 million in the first 
quarter of 1966. Repayments of principal on 


Year Export Finance earlier loans totalled just over $1 million. 
and cred- com- Other Total 
quarter its(1) panies(2) Outflows during the quarter represent- 
ing the financing of exports directly or in- 
millions of dollars directly at the risk of the Government of 
Canada amounted to $39 million. Wheat exports 
ORs ain o 5s 6.4.5.3. oy A 1 75 14 to the Sino-Soviet bloc accounted for a sub- 
BIG sce rs lees - 164 5 162 3 stantial portion of the total while amounts to 
965 Rvettes aietere - 185 se3 8 - 180 Commonwealth and Latin American countries were 
also significant. These credits are long-term 
1964. Ole gae 5) L 5 2 - 24 under balance of payments conventions (ex- 
EO) eri =) 52 14 26 ely) tending for a period of more than one year), 
LELO'I. + - 46 - 18 98 34 but significant parts would, in commercial 
VEO) are = 35 4 36 5 parlance, be regarded as medium-term. 
965 5 Yaak O78 Page - 43 =art Bo aera he All other transactions in long-term 
LEQ oes - 60 - 6 - 19 - 85 forms in the first quarter led to a net out- 
ap Oasss e103 4 =i @ 17 - 66 flow of $10 million. Net repayments of loans 
GY BO le sis pp - al - 18 from foreign banks resulted in a significant 
outflow in this period. Also contributing to 
1966 EIQ se. Ms - 39 - - 10 - 49 the outflow were transactions associated with 
the financing of private long-term trade cred- 
(1) Export credits from Canada directly or indirectly Ltiss 


at risk of the Government of Canada. 
(2) Finance company borrowing not included in items 
Dies eo kis 3: Olen) Jamee 


Japital Movements in Short-Term Forms 


t 


After four successive quarterly inflows, capital movements in short-term forms in the first 
uarter of 1966 led to a net outflow of $207 million, on balance mainly to overseas countries. 


- 12 - 


- ings of Canadian dollars fell by $29 million in the period under review, a 
swing fae aittte pe a net increase of $57 million recorded in the last quarter of 1965. About 
one-half of the outflow was accounted for by a decrease in non-resident holdings of Canadian dollar 
deposits. Declines of roughly the same amounts recorded for demand liabilities of the Government of 
Canada to non-residents and for foreign-owned holdings of treasury bills accounted for the remaining 
outflow. Canadian dollar liabilities to all geographic areas were reduced with almost one-half of the 
total outflow going to overseas countries other than the United Kingdom and almost one-third to the 


United States. 


Of the groups of capital movements specified separately in the supplementary statement covering 
"Other Capital Movements", which in total resulted in a capital outflow of $178 million, the iargest 
change was in Canadian holdings of bank balances and other short-term funds abroad (excluding official 
reserves). The outflow to augment these holdings, the third in succession, amounted to $165 million. 

During the quarter short-term interest rates in both Canada and the United States, as measured 
by treasury bill yields, were at historically high levels. The largest volume of international money 
market transactions continued to be in the short-term paper of Canadian finance companies (including 
the financing subsidiaries of manufacturing and retail enterprises). After five successive quarterly 
outflows aggregating almost $200 million the pattern was reversed by an inflow of $17 million. 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 


1965 1966 


Transactions with all countries 1964 1965 _—_ 
it (0) jh C6) pm KO) aN To" IQ 


millions of dollars 


17.1 Bank balances and other short-term funds 


L360 F170 140 73 = 101 = 168 


abroad (excluding official reserves) .......-. - 526 + SD - 
L7 e200 Cana dlan Commercia Wipapery gatcises stccecidieies cscccs © Li + If = 7 + 4 - - 1 
lj.5 Canddign. finance: papers... iiiiw nde cavers Use « xa eee LOGeme 9) seo = 7 = 65..= 6990+ 91a 
17.4 Canadian finance company obligations, n.i.e. .. + 52 +205 + 25 + 99 +89 - Seick 32 
lie Ad leother {transactd ons Gli ei ddedcsc. dteeses een ob 220) “468s /@ 213, 90 neo) eee ee 


Total (Item D 17) eoeeeveeeeeeeeoeeeeeeeeseoseoee oa 69 + 641 + 144 + 329 + 28 + 140 we 178 


(1) Includes changes in loans and accounts receivable and payable, and also balancing item representin 
difference between direct measurements of current and capital accounts. 


Transactions in other finance company obligations of a short-term nature (which include bor- 
rowings from foreign banks and advances from parent companies) resulted in a net inflow of $35 million 
following the less usual outflow of $8 million recorded in the fourth quarter of 1965. Other finance 
company transactions which are not identified as a group are included with capital movements in long- 
term forms, notably in new issues and retirements of Canadian securities. The total of all interna- 
tional capital transactions of these companies led to a net inflow of $100 million in the first quarte 


of 1966. International transactions in Canadian commercial paper resulted in a net capital outflow of 
$1 million. 


All other transactions led to a net capital outflow of $64 million. Included in this outflow 
would be some reversal of the increased short-term payables which were associated with the seasonally 
high level of imports in the fourth quarter of 1965. 


Official Holdings of Gold and Foreign Exchange and Canada's Balance with the IMF 


Official holdings of gold and foreign exchange fell during the first quarter but there was so 
increase in Canada's balance with the International Monetary Fund, so that Canada's net international 
monetary assets in these forms fell on balance by $139 million. During the fourth quarter of 1965 th 
had increased by $2 million, while in the first quarter of 1965 a decrease of $72 million was recorde 


The decrease in official holdings of gold and United States dollars during the quarter amounte 
to $166 million, expressed in Canadian funds, while corresponding holdings of sterling, which are con 


2 95.2 


fined to working balances, were little changed. Official holdings of gold and United States dollars 
expressed in terms of United States funds, amounted to $2,510 million at March 31, 1966. This was $155 
million lower than at the beginning of the year. Declines occurred in each month. During each of the 
months of January and February the Exchange Fund account sold $50 million of gold to the United States. 
When announcing these transactions the Minister of Finance noted that the proportion of gold in Canada's 
reserves had increased substantially in 1965 and said he had come to the conclusion that Canada could 
afford to sell some of its gold and invest the proceeds in short-term interest-bearing foreign exchange 
assets. The Minister stated these sales would constitute a modest contribution to an improvement in 
the international liquidity situation and in the position of the United States. These transactions by 
ithemselves did not, of course, affect the total level of Canada's official holdings of gold and foreign 


Canada's so-called "gold tranche position" with the IMF, together with loans made under the 
General Arrangements to Borrow, amounted to $378.9 million, expressed in United States funds, at the 
end of the quarter, having increased by $25.5 million during the quarter. The total represents the net 
resources made available by Canada to the IMF and may be drawn by Canada virtually automatically on 
Istatement of balance of payments need, although Canada would then be under an obligation to restore the 
figure to 25 per cent of its quota which is currently $550 million, i.e. to $137.5 million. 


Contributing to the change in Canada's balance with the IMF were drawings of Canadian dollars 
by other countries aggregating the equivalent of $181.0 million in United States funds, and repurchases 
by them of their own currencies with Canadian currency equivalent to $155.5 million in United States 
funds. Prominent among the drawings was an amount of $100 million acquired in January by the United 
States. In March it was announced that the United States had arranged to draw from the IMF over a 


hich $60 million were to be drawn immediately. These transactions were part of a series of drawings 
lof Canadian and European currencies which have been made by the United States to exchange the currencies 
obtained for United States dollars held by members wishing to make repayments to the IMF. The IMF's 
Articles of Agreement stipulate that it may accept repayments from its members in gold or in convertible 
currencies of which the IMF's holdings are less than 75 per cent of quota. Since early in 1964 the 

"s holdings of United States dollars have exceeded 75 per cent of the United States quota in the IMF 
land thus other members have been precluded from making repayments in United States dollars. Insofar as 
Canada is concerned these transactions are largely technical having no lasting effect on Canada's bal- 
ance of payments since the repayments of Canadian dollars to the IMF by other countries offset the 
drawings of Canadian dollars from it by the United States. 


It will be recalled that early in December 1965 the Minister of Finance said that:he expected 
anada's exchange reserves (including its creditor position with the IMF) to fall during 1966 below the 
mid-1963 level used as a base in the arrangements made between Canada and the United States when the 
Interest Equalization Tax was proposed in July 1963. The Canadian Government had indicated to the 
United States authorities that it was prepared, if necessary, under the authority of the Financial 
Administration Act, to buy its own outstanding obligations owned in the United States to offset any 
excess flow of United States capital to Canada. Thus, instead of adding to United States assets in 
Canadian exchange holdings, Canada would reduce its liabilities to the United States. Conversely, it 
was noted that if the volume of borrowing by other Canadians was not sufficient to meet balance of 
payments needs, the Government itself would arrange to borrow in the United States. In this way 
Canada's foreign exchange reserves could be maintained at around the desired level without interfering 
either with trade or with the normal use of United States long-term capital markets by Canadian bor- 


rowers. 


Reporting to the House of Commons in January, the Minister noted that while Canadian reserves 
must be expected to fluctuate from month to month, the Canadian Government would consider it appropriate 
that such fluctuations take place at a figure somewhat lower than the mid-1963 figure, say, approxi- 
‘mately $2,600 million in United States funds. During January 1966 the Government repurchased, under 
these arrangements, about $40 million of its outstanding United States dollar bonds which were held in 
the United States. This purchase, the Minister said, was consistent with the exchange arrangements but 
was also intended, in considerable part, to improve the market for the sale of other Canadian issues 

in the United States when there appeared likely to be a large volume of such issues schedule for deliv- 
ery. These special repurchases have been recorded in the balance of payments statistics as retirements 
of foreign-held Canadian bonds. 


! Canada's official holdings of gold and foreign exchange, together with Canada's net creditor 
position in the International Monetary Fund (Canada's balance with the IMF less the Canadian quota sub- 
scription payment in gold of $137.5 million), amounted at the end of the quarter to $2,751 million ex- 
pressed in United States currency. This represented a reduction of some $129 million from the beginning 
pf the year. It will be noted that receipts during the first quarter were affected by deliveries of new 


issues of Canadian securities which had been deferred during the fourth quarter at the joint request of 


Bas 


the Canadian and United States governments. During the first quarter undelivered sales of new Canadian 
issues to residents of the United States were reduced by $229 million in terms of Canadian funds, of ~ 
which about $40 million was offset by the special repatriation already referred to. | 


United States Dollar in Canada Exchange holdings and IMF Balance 


Net balance 
Official holdings W4i+h  Inter- 


Noon of gold and i l 
iod High Low Close End of period nationa 
S6r+g 8 average United States Monetary 
dollars bod 
eel { 
Canadian cents millions of United States dollars 
1964 TE 108.09 107.94 108.06 108.02 1964 I Q 2,466 20 
II Q 108.25 108.03° F103. 13 108.09 he 0, 2,534 IAS 
Age) TOSazz LOD OmeL ODO 107.87 mgs 27025 80 
IV Q 107.63 NOPERS  ANOaske! 107.46 IV Q 2,674 197 
1965 I Q 108.44 UO sh “Ore ae)7/ 107.71 1965 re, 2,554 240 
II Q 108.38 LOW 2a LO SES 108.04 ae 2,480 3207, 
BEPeO 108.50 LOZ Smee O29 107.94 III Q 2,614 403 
IV Q LOW.78 107.38 107.50 LO7Z253 IV Q 2,665 3535 
1966 IQ 107.81 LOFe SAO 7-2 107.58 1966 it (6, 2 LO 379 
January 2,562 414 
February 2,548 384 
March ZO 379 


Note: The table of exchange holdings does not include holdings of the Government of Canada at March 31 
1966 of $174 million of medium-term non-marketable securities of the United States Government, 
acquired in 1964 in connection with the Columbia River Treaty arrangments. 


Canada's Accounts with the International Monetary Fund 


Canadian liabilities = IMF holdings 


Cee ees es of Canadian dollars 


1 
Transactions Transactions sear ‘ 
Period Shi Total Subs- Net drawings Net drawings Sales of Total balance 
rip- (-) of Cana- Canadian liabi- with 
crip- Loans assets of foreign 
tions dian dollars dollars lities IMF (1) 
tion (GAB ) aoa currencies byaochee to IMF 
t 
(Quota) loans Vie te countries for gold 
millions of United States dollars 
1947-61 550.0 550.0 412.5 - 99.6 25.0 383759 - 212.1 
1962 550.0 300.0 SOS 688.2 = 138.2 
1963 550.0 - 79.7 608.5 =) 50.5 
1964 10 565.0 L530 - 166.0 - 99.0 9.0 3675 eyes 
1965 S15), (0. 600.0 Sibi) - 183.4 Zhe 246.6 353'54 
1966 IQ 600.0 =e 65 D2: S7859 


(1) This is a cumulative measure of the net resources provided by Canada to the IMF. The Canadian 
dollar equivalent of the change appears as item H2 in the balance of payments statement. Canada's 
net balance with the IMF, when positive, represents the so-called "gold tranche position" plus 
borrowing under the General Arrangements to Borrow (GAB). This may be drawn by Canada virtually 
automatically on statement of balance of payments need, but Canada would then be under an obliga- 
tion to restore its net balance to 25 per cent of the Quota. 

Note: The statement is expressed in terms of United States dollar equivalents in accordance with the 
IMF practice. Since members are obligated to maintain the gold value of the IMF's holdings of 
their currencies, from time to time there have been adjustment payments between the IMF and Cana 
in Canadian dollars arising from changes in the exchange rate. These transactions are not re- 
flected above because the series are shown in United States dollar equivalents, and do not appea 
in the balance of payments statements because only the change in Canada's net eonet is shown. 
The adjustment transactions affect the Public Accounts of Canada, 


SUPPLEMENT 


Estimates of foreign ownership and control 
of selected Canadian industries 
at the end of 1963 


The main balance of payments 
tables will be found on 
pages 18 and 19 


Sgt 


Foreign Ownership and Control of Canadian Industry 


Estimates of the book value of total investment in selected Canadian industries have now been 
completed for the end of 1963 and permit the calculation of new ratios of foreign ownership and control 
The data for the years 1961 to 1963 appear in the accompanying statements which also show 1954, the 
earliest year for which data compiled on the current basis are available. 


It should be noted that in these series "ownership" refers to the total of long-term capital 
employed within Canada in the particular industrial group. It applies, therefore, to ns ownership of 
obligations as well as of equities of the individual enterprises(l). The term "control" relates to ch 
aggregate long-term investment in Canada in companies whose principal owners are non-residents. The ~ 
concept is a measure of relationships, implying potential control rather than the degree of autonomy | 
exercised. More complete descriptions of the concepts and statistics will be found in the annual 
reports for 1960 and 1961-62 on the Canadian balance of international payments and international in- © 


vestment position. (DBS Catalogue No. 67-201). 


Canadian-owned and Canadian-controlled investments in manufacturing enterprises and in petro- 
leum and natural gas both grew less in 1963 than foreign. Foreign ownership and control as proportions 
of total manufacturing remained, however, unchanged at 54 per cent and 60 per cent respectively. In 
the petroleum and natural gas industry foreign ownership rose about 1 percentage point to 64 per cent | 
while foreign control remained relatively unchanged at 74 per cent. Foreign ownership in the Canadian 
mining and smelting industry declined 1 percentage point to 62 per cent but foreign control rose 1 
percentage point to 59 per cent. These divergent movements reflected the repatriation of foreign 
portfolio investment in Canadian controlled mines, and the continued growth of some major foreign con- 
trolled enterprises. Foreign ownership and control of Canadian railways remained relatively unchanged 
at 23 per cent and 2 per cent. Foreign ownership and control of other utilities also remained rela- 
tively unchanged at 13 per cent and 4 per cent respectively. 


Taking into account all the foregoing industries and also merchandising and contruction, both 
foreign ownership and control were relatively unchanged through 1963 at 35 per cent and 34 per cent 
respectively. All of these figures take account of investment in government enterprises in Canada. 
The Canadian controlled percentage of the whole group of industries, amounting to 66 per cent in 1963, 
included some 24 percentage points represented by investments of the public sector. Most of these 
investments are to be found in railways and other utilities. 


It should again be emphasized that there are broad areas of national wealth not covered in the 
series, in most of which non-resident ownership and control is relatively small. 


(1) These series fall considerably short of the gross assets of the constituent companies because of 
the existence of short-term liabilities, and the omission both of assets outside Canada and of 


intercorporate assets. 


Foreign Ownership and Control of Canadian Industry(1) 


Non-resident ownership as Non-resident control as a 
a percentage of selected percentage of selected 
Canadian industries Canadian industries 
1954 1961 1962° 1963 1954 1961 1962 1963 


Industry classification 


Percentage of total owned or controlled by 
all non-residents: 


PBIMUE SC ETC Gy cay stick «nde wwe a en are Rae 47 54 54 54 Sli 59 60 60 

PeLrOLeum Bnd Naturaiceas 28 ho. .6 ecw e a vache 60 63 63 64 69 YP 74 74 

Mining AEA SIN CLE Saree Kemimee oc). 5k eeae 53 62 63 62 Syl 59 58 59 
[ENN fener Ar, ae, ee ae ee 35 25 71,5) 23 2 P 2 2%q 
OSR@ROAPE 1 LEE RS agra. cans oe Bcc wiv a coe beac dle seine 14 13 13 13 8 5 4 4 @ 
Total of above industries and merchandising 32 35 35 35 28 33 34 34 i 
we 8 en 20 eee ee ee 
i 

Percentage of total owned or controlled by 

United States residents: ; 
autocrat cao eee eye he 43 4245 45 46 @ 

Petteleum and natural gas... och. jscecer bo 57 54 53 54 67 63 63 62 

Mining SUG WET Ge oa ator ae chant cave rg RAO 47 54 55 54 49 52 52 52 

aR. aie aia loans bie oso aS Gk two Side 5 9 9 9 2 2 2 2 


RASS FETS BASS 16 (6 Oe 8) 68a 6 Le ie Ae eh ene n: 6 


Total of above industries and merchandising 


(1) For earlier years see Tables XI1 and XIV, The Canadian Balance of International Payments 1961 and 
1962 and International Investment Position. 


r Revised figures. 
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Estimated Book Value, Ownership and Control of Capital Employed in Selected Canadian Industries, 
Selected Year Ends(1) 


. Total capital(2) Resident owned 
1954 1961 1962 1963 1954 1961 1962 1963 


eee ho oro 0  bilidons of dollars © =u 


| 
| 


| Industry classification pees tee compl yeaa. thine sagas Cet Te eee itales- be ea 


‘Manufacturing 3.2 Wisi cithaaiogic occ Momo Reis S58) 2207, Syoak LS 7 4.4 529 6.0 62 
{Petroleum and natural gas ..........000. 2AS 6.4 6.9 Pas 1.0 2.4 225 2.6 
{Other mining and smelting .............. bes 3.4 3.26 Sh aie 0.9 Le3 As3 WAS 
[Railways ......... cece e wee eens apaneneversestsy os ivan Dine 5.4 bya} Deel 4.0 Aa acl 
PERSE TCR ena acs eWeaice sce cece ByoS) OS 10.6 LARP 4.6 9.0 in. 10.6 
\Merchandising(3) and construction ...... Orel 9.4 OD Dats ae) SHS 855 8.8 
MO MADOVER cure ciuuok Neer ois a +s 68 8 60 Dae) sf 47.6 49.2 Sei OR Beal SUS 33).3 

| 

} Non-resident patent ed 

ital 

| oynsigcset colts) investments (4) 

| 1954 1961 1962* 1963 1954 1961 1962* 1963 
‘Manufacturing co OSODsbIOrC OG SIOCCORONOsDc oO BaCeoRS OMGn RS Bow) 6.8 Hadk Wpett: Bi Bi Siow) 6.0 
jmeeeoteum and natural gas .t7........... ) ates 4.0 4.4 ae) 1.4 3.4 ay) 3.9 
\Other mining and smelting .............. 1.0 20% aS ons 0.9 1.8 2.0 Jen 
UCIBUW AY OMT ern cio tik «nhc aie ccs ele els aise ae se sees se 1.4 eee NZ 0.6 Ore 0.5 0.5 
es SO ee Re 0.7 3 1.3 iN 0.6 Tet 2 1.4 
‘Merchandising and construction ......... 0.6 0.9 dG 1.0 0.4 0.6 0.7 On7 
Wal of above .>..10....0.950......6. oT ered 1 2 eer3 TO” TT TE oer at G 
Total Canadian hovel Canad s 

and external 

and external 
iy : investment in 
investment in : 

| ; pea companies con- 

Sash ary A trolled in the 

rome United States 

| 1954 1961 1962* 1963 1954, jal96): 1962* 1963 
IEE ACEUSCING c)s)ec se gcse ole ose Son soho Ot ate 4.3 ge 1.8 8:2 SiiD Deg Di 663 
Berroveum and natural gas .....csc8esees lieed. 4.7 Biadl 5.4 Lees 4.0 4.3 4.6 
iGiner mining and smelting .....<0.:..0. its 20 Deel: 23 0.9 iso WA, De) 
WIVayS 2... 0d.. 2.0045 Been reas Ca sO Delve Ss Oiel Only peed Hele OL1 
CULE LOGE, obs 5 aes ce dence cawsses 0.4 ORS O25 OF5 0.4 0.4 0.4 0.4 
Merchandising and construction ......... Ups | Lcd bd 0.4 0.6 0.6 0.7 
: EMG RD OVE wise tsp le Pes ves cee ews 8.0 1S a7/ Ws H/ L760 6.9 WA ARS yay 14.0 
I ce Pe a el es eee ee 
(1) For 1955 through 1960 see Table XVI, The Canadian Balance of International Payments 1961 and 1962 
| and International Investment Position. 

(2) Estimated from "Taxation Statistics" and other sources. 


(3) Estimates of capital employed in merchandising are founded on less satisfactory data than for 
| other series and must be regarded as illustrating broad relative magnitudes only. 
(4) Figures shown are in some cases somewhat larger than corresponding data in statements of foreign 


investments in Canada. "Other enterprises" have been included with manufacturing, and some funded 
debt of governments and municipalities relevant to undertakings in "Other utilities" has also been 
included. 


© Revised figures. . 
Note: Because of rounding and of possible statistical shortcomings in parts of the series, some of the 
| year-to-year changes derived from the table may have only limited significance and may from time 


| to time be misleading. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1965 are preliminary and data for 1964 are subject to revision 


IE hier 


millions of dollars 


A Current receipts: 
1 Merchandise exports (adiusted): cwtemteswe te teeee ree serene 730 DLS 2a182 2s oe 
3 Gold production available for export fcn........shac..nn. eee 33 41 36 35) 
4 PAVE lTEXDENOIEUTES <1 bem eet eee erate coe se Cree eee escars 59 140 351i 112 
5 RREGLOSH ANG Civic ONUS® see, Meee, ct: Meer Rt ree Mie te ne 65 56 Sul 141 
6 Fireightrand ‘Shiippin geste ttn see ceeeterse care te eee cone amen re res 135 165 176 169 
7 InheritanGes ang Immigrant se tun Use. t site aeere ere tees cece noe 32 43 50 
11 Allvorhen current TeGel pts saeco. eens rn cece east ee 122 124 126 130 
2 Total ‘currentireceipts: .2. Sess es ene ee 2176 Ze HOY 29 tz 
B Current payments: 
1 Merchandise importsucad|usted)) sess. een eee ees 1,695 2,048 
4 TEAVEIVOXPeHalLUr eS yeee eee cee er ee Rr ere ae Be EN 150 187 
5 DA abeLey dcVSHOME We MECo bra GUY gC Ket eee ce ere a eR Me aero orton te aoa eee 236 209 
6 Rerel pnt anh Sil ppl mp wteters-te cece cccce eee ec eee ee ees eS ¥7 176 
7 inheritances and EMUeraneSatUNGS: secs ccc eres cece eee 40 45 
9 Offieialecanterbu bio Sc ee eee eee rete ere en ce ee oe 2 16 
11 PRMME GSS GI g CEN aS RA OIA LONE OMS). eee iyencors eneneccoeeenooerceecee-co ereccnpcnerentoe oa hEaas 244 234 
12 Lotalscurrent pay ments)... 40 5. ee ane ee ee 2eala DSS) 
C Current account balance: 
1 Merchandise trades + 96 era file Mi, oh cen Ge eee aah a ee ee + 35 + 150 
2 Othertransactionswexcluding BGs .4caee kee eae - 361 = WEY. 
3 Gitieral/ContripUtlonis, s sctecccsqiecccestesceyscses teers cans Tecate teas aerate Ss ly =elG = 
4 LNCS FY a ge ea ee ee ad ce ees eee cceroarachectotenaeercr ern rece - 338 - 148 oe 
D Capital account: 
Direct investment: 
1 DIREC ull Ves Uler tails © ary tC el eee e eee ore ee + 69 + 44 + 
2 Difects in Vestment a DLO yea-cnecsce arcsec tee ee - 44 - 68 - 
Canadian securities: 
chal Trade in outstanding bonds and debentures .....ccccccccsseecsseceeeeeeeeees + 4 + 14 + 
oe2 Trade in outstanding common and preference StoCkS ......c.ececccsc-0 - 44 - 8 - 
4 NIGWESSUCS monet cote seer eae een eee ee enna + 138 ap oyllis: 
5 RUBULTEMENE Sie mesiees he caren tc ohne elo AO een aed ee - 109 - 100 ~ 
6,7,8 PLO LEUPNUSC CUPLUILES grk.tek set tie neck ee ee AIS agate Ae meen co ohhh - 7 - 38 - 
Loans and capital subscriptions by Government of Canada: 
9 ALVAING OS Sa CLG ere een Rene Ue Che ed er lt ee ons ee - 2 
10 Repayments tO Canad ae, skeen: ccc cee no serene ae + 4 + Zz, + 
11 Columbia Riven Creatye Met meccccn.-cvsnerracee - - oS 
13 HOngscenn capltaletranSsactons Nelser merece eee eee cee - 24 a =F 
Change in Canadian dollar holdings of foreigners: 
14.1 PCO SITUS src srecere, tae ee eer Bae ce Bat rh Re REET eh + 20 - 9 - 
14.2 Government of Canada demand liabilities o....occcocoocccccccccccceeceeeees - - 3 
14.3 OSTIAUNANBCRCASUNVRDUINS pete et coat a tes eetmioe ae Oeste A + 4&4 + 14 - 
17 OUNELIGa pita IMNIOVEMEeNtS cer etek eee ie Se ee eee ee ee + 287 + 62 - 
E Net capital movement (excluding monetary items shown below) in: 
1 Peng tem forme (Dito DAG) 20 A8.. 2s aad aan ee ae - i5 + 152 st 
2 SHO -erm TOMiS)(D14 tomb see eee ek ae. Ae ates Ree + 311 + 64 - 
3 Gea ape eer ae ee Si, ah Bact sis MO ek Re Sept ese + 296 + 216 - 
H = C+E| Official monetary movements in the form of: 
1 Change in official holdings of gold and foreign exchange .............. =e Wy Lo (RD cll 
2 Change in net Intemational Monetary Fund poSition ....-.cccccccccccc--.-.. + 85 a 6 + 
3 Other special international financial assistance coceeccccccccccccccccecece.. es = 


Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A jie trade statistics are adjusted for use in this statement. Details of these adjust 
ae 7 vs uy 
B 1) the annual reports on ‘‘The Canadian Balance of International Payments”’. : lila 5 


A ines item includes government transactions n. 


é 0.p., personal and insti 
B 11) insurance transactions, and business services a none rer ae een eee oe 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


1965 
1966 


Note: Data for 


are preliminary and data for 1964 are subject to revision 


1965 1966 Annual totals Four quarters 
ee ee = ended 
i iene ESI IV 16 1963 1964 1965 March 31, 1966 
millions of dollars 
3825 2,189 2,262 2,461 PLS PANS 7,082 8,240 Say, Ds ASS 
35 34 35 34 34 154 145 138 SH, 
63 154 408 1a. 73 609 662 US 747 
65 78 65 107 67 230 38 315 Sh07/ 
138 167 7. 174 52 563 645 656 670 
42 55 63 Sil 43 ILS) IL 169 AMAL 72 ALP 
138 142 146 147 154 473 502 573 589 
2,306 2,819 3, 156 3,086 25 UMS 9,262 10,676 SS 67 LBS 9O7 
' 
1,867 Da PM] De, 2,445 By ANS Grog 7,540 8,636 8,984 
Ilsy4 214 213 147 180 585 UNA 786 814 
| 224 341 Jay} 860 978 1,048 OS 
| 201 196 160 648 685 736 749 
60 58 34 186 190 206 200 
Sill 18 33 65 69 92 102 
250 PSN) 257 881 935 999 Li 
3,146 3,464 Beals Z 9,804 OS E26508 12,928 
+. 155 + 16 - 2 + 503 + 700 + 101 + 141 
- 114 - 376 - 361 - 980 - 1,064 a Nh AGS - 1,170 
- 31 - 18 = 33 - 65 - 69 - 92 - 102 
+ 10 - 378 - 396 = 542 - 433 a Mh NEN =e Sil 
+ 100 + 100 + 120 + 280 + 255 + 390 4 440 
- 50 - 25 - 20 SSS) - 140 - gS, - 100 
+ 38 aF 6 - ill + 39 + Wi te 64 oF 50 
- 28 - 62 - 13 - 170 - 97 - 2's) - 187 
+ 298 + 250 + 618 + 984 + 1,123 a Ms AU PAT + 1,472 
=) 8)// - 74 - 106 - 404 - 358 - 373 - 413 
a e22 a - 70 + 22 - 63 - 74 - 109 
- = Me - 6 18 - 10 - 16 - ie. 
+ + 2 it + 25 + 9 + 10 + 6 
- + S32 - - + 54 + Se + B32. 
85 - 66 - 18 - 49 + 14 + 3 - 180 - 218 
ay) - 19 + 48 - 15 + 43 + 28 + 30 = 23 
4 - 5 + 12 = 56 + 1 - + 2 - 5 
10 - 2 - 3 ~ 8 = ai = 16 + Ws - 28} 
329 28 + 140 - 178 + 34 - 69 + 641 + 319 
90 + 214 + 183 + 464 + 637 + 853 + 608 + 951 
278 + 2 + 197 - 207 + 51 - Sy + 685 + 270 
368 + 216 + 380 + 257 + 688 + 796 + 1,293 Se Alb 
92 + 144 + 55 - 166 + 60 ao 86 - ak - 59 
93 + 82 - 53 + 27 + 86 + PATE Hi + 168 + 149 


ow 
a 
NFP OAD PE NrPAADRATP wre 


— 


PW Pw 


»s: D 


H 2Aminne sien indicates a receipt by Canada. 


A minus sign indicates an outflow of capital from Canada, 
D 1,2 Exclusive of undistributed profits. 


D 17 This item includes mainly changes in private and chartered ban} y mai 
transactions, loans, and changes in open account commercial indebtedness. It also includes the balancing item 
representing unrecorded capital movements and errors an 


d omissions throughout the accounts. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


SECOND QUARTER 1966 


At $756 million, Canada's deficit for the first six months of 1966 on international transactions 
in goods and services was practically unchanged from $755 million for the same period of 1965. An 
improvement of $40 million in the merchandise trade deficit from $66 million to $26 million was slightly 
exceeded by the widening by $41 million in net payments on non-merchandise transactions from $689 
aillion in the first two quarters of 1965 to $730 million in 1966, Following the usual practice, the 
2stimates for 1964 and 1965 have been revised, 


While there was relative stability in the half-year period there were more variations within 
the period. Some reduction in the current balance over the previous year occurred in the second quarter 
vhen the current deficit was $352 million this year compared with $360 million in the second quarter of 
1965. The revised figure for the first quarter of this year of $404 million compared with $395 million 
for that quarter in 1965. 


Summary statement 


1965 1966 
1964 1965 0 

| Wit (0, IE 6, INL iE 16, ELL 
| millions of dollars 
Kemchandise trade balance ...........ece 35 WOM ap 118 > 6 g4il » size AMS, se 8) - 6 = 20 
Jeficit on non-merchandise transactions sill lpg AS) = 1,201 a eesh SAAS - 387 => SNe = Oe 
Meeene account ‘balatice ~\,. 2.2... ese cs - 424 - 1,083 = "300 +~ 36 - 364 - 404 - 352 
japital MOVEMENES (Lc cittc cc wae ec nates pay + 787 + 1,240 + 361 + 190 + 366 + 265 + 235 
PPCM LOLS... cnc cose cesceceve +o O20 ee 713) re Ie” 216 + 235 + 430 +179 

PH Eerm LOTUS 2c csc rccesesscecees = 33 on 2 fee el 2 ee 2 O + 3 = LOD) tO 
shange in official holdings of gold, 

foreign exchange, and net balance with 
_ International Monetary Fund ....... AAS Ae OS et Love 22.6 we = US — Abily) 


ri) Excluding change in official exchange holdings. 


The current account deficit of $352 million in the second quarter of 1966 was financed by a net 
apital inflow of $235 million and a net reduction in official monetary assets of $117 million. A 
significant part of the decline in the official reserves was contributed by a further special repurchase 
‘£ some $69 million by the Government of Canada of its United States dollar obligations from residents 
if that country. Of the total net capital inflow $179 million was in long-term and $56 million in 
hort-term forms. These capital movements followed much larger inflows in long-term forms in the first 
juarter which were substantially offset in that period by net short-term outflows, 


With a generally favourable economic climate in Canada's overseas markets and a more heightened 
usiness activity in North America, both merchandise exports and imports increased nearly 20 per cent 
-etween the first half years 1965 and 1966. This expansion occurred even though there were impediments 
‘0 the flow of trade through much of the period originating in various disputes in the transportation 
ndustries. In the earlier part of the year the strike in the trucking industry in Ontario affected 
mM particular trade with the United States, and in the latter part of the second quarter overseas trade 
‘as somewhat curbed by the coincidence of the work stoppages of stevedores and freight handlers in some 
t. Lawrence ports and the British seamen's strike. Other important elements in the background 
ffecting trade were the heavy shipments of grain to the U.S.S.R. and China and the greatly enlarged 
iovements of automobiles and parts in both directions between Canada and the United.States. The growth 
n Canada's deficit on non-merchandise transactions was moderated in the first half of 1966 by an 
xpansion in the net inward movement of migrants' funds. 


Summary of Current Transactions with the United States, United Kingdom and Other Countries 
1965 and 1966, and Changes Between the Periods 


a ee EEEEESERIN ERE EEE GRRE ee a EL a Te 


1965 1966 Change 1965 1966 Change 
nnn n ne EEE 
millions of dollars 

Second quarter All Countries United States 
Merchandise exports (adjusted) ..... tacts 2, U9L 2,586 + 395 Re! 1,602 + 331 
Merchandise imports (adjusted) ....eeeseoee 2,218 2,606 + 388 1,547 1,926 + 379 
Balance on merchandise trade ..scovecccccces - 27 - 20 = 7 - 276 - 324 - 48 
Other current receiptS .....eccveceees eanehors 648 689 ee ie) 426 437 + Le 
Other current payMentS ...ccccccccccccvccces 981 IL OVAL + 40 680 718 + 38 
Balance on non-merchandise transactions ... - 333 - 332 SF 1 - 254 - 281 - 27 
POCeI CeCe TPES lsc ole slo e-a’s else sere «510 sess oe 6, 2,839 SVP 7/5: + 436 1,697 A OSIS, + 342 
POLAU PAVRICNES Wo cawacccvs ceccewosccies ease? 3799 SR O2y, + 428 222i 2,644 + 417 
Current account balance eeeoeereeeeooeoeeeoeoeee ew 360 = Bio a6 8 = 530 a 605 eee HS 

January to June 
Merchandise exports (adjusted) ..........-. 4,017 4,798 +°781 ys 5 | 2,956 + 615 
Merchandise imports (adjusted) .....seeesee 4,083 4,824 a7 au 23923 3579 + 656 
Balance on merchandise trade ..ccccccrccccce - 66 - 26 + 40 - 582 - 623 - 4l 
Otherwweununentmnecel DES Melee sleleteleie siete e eiecerercre Ib TeSys! I Das: + /0 SS 763 + 30 
OiesWers Cisse PENMONE SoogancoocoCoGla0unG 1,842 1,953 se alilal Lj 2Ue I 302 + 82 
Balance on non-merchandise transactions ... - 689 - 730 - 4l - 537 - 589 = 52 
Motaleneced pits wee terede ohelohele tet akekchs: ccs sietelereis eis Dy LO 6,021 sie telat 3,074 SN VAlY) + 645 
DOtal pavimemtcei sis. severere score Sood doDOo Dy e¥etchsielete 5,925 Oye TAT + 852 4,193 4,931 = 1/ Sis 
Current account balance eoeoeeoeree ee eeoe eee = Wa) = 756 = 1 oe Ih LIS; a In PAU a 93 

Second quarter United Kingdom Other Countries 
Merchandise exports (adjusted) ............ 306 286 - 20 614 698 + 84 
Merchandise imports (adjusted) ............ Ey/ iLS37/ = 514 525 + 9 
Balance on merchandise trade .......eeceee. + 149 +, 129 - 20 #00 be is) + 75 
Other Current. £OCA1 Pts migra. eielelats%o aisiss ote eisiacacs 92 96 vO 130 156 ap PAS. 
Other current payments ....... SOOCODNTOBORC 100 105 te 5 201 198 - 3 
Balance on non-merchandise transactions ... - 8 - 9 - 1 - 71 - 42 + +29 
MOUCR oy ERCOUDES. cate «her Ciacelaistoce oie edie se iereie ae biets 398 382 - 16 744 854 + 110 
TOtaleapar Men t Sims cierere oteterciere ee oie DO OSS006G0 O0G 257 262 iF 5 TAS UP ap 8) 
Cuntrentwaccount aba LANCen cisiesisieeiiceie cee cris ap dl +2120 a 2 1 + 29 qi ASS! OLE 

January to June 
Merchandise exports (adjusted) ..c..sccccces 563 557 - 6 p Ph Lo2o5 ty Lee 
Merchandise imports (adjusted) ............ 297 306 +9 863 939 + 76 
Balance on merchandise trade .....ceccccccce + 266 +251 a nl + 250 + 346 + ..96 
eek Roel CO Bret STs hme at “Yop kyo: PN ade A gaa ia 17s} 174 ae gl 247 286 + 39 
Other current payments ....... eiskelsieiexe oietess (sr 192 202 tml) 380 399 ae ES, 
Balance on non-merchandise transactions ... - 19 - 28 ~ 9 - 133 = 113 ae PAG 
OGL Tecetr pes, cece css eeie’s chic ave Riaere ste atetatcts 736 Hesil - 5 1,360 Leo are wan el 
eee Mr MINORS Fee as gare a wate na ota ee a/c Scare els 489 508 + 19 as L308 qe SSS 
Current account balance .......... ee eee ee oe ss + 223 - 24 + 117 + 233 PlELG 
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|Merchandise Trade Balance 


Merchandise exports, adjusted for balance of payments use, increased $781 million or nearly 20 
per cent from $4,017 million to $4,798 million, while merchandise imports, also adjusted, rose $741 
-nillion or about 18 per cent from $4,083 million to $4,824 million in the first half of 1966. An addi- 
tion of about $12 million to the Trade of Canada export total for the six months of 1966 was primarily 
attributable to the timing of wheat shipments abroad, while an addition of nearly $55 million to the 
import total represented for the most part progress payments on aircraft being build abroad, Much 

smaller adjustments applicable to the first half of 1965 comprised a positive wheat adjustment to the 
Trade of Canada export total being exceeded by a deduction for net deliveries of military aircraft, and 
‘net progress payments on defence contracts on the import side. 


Largely under the stimulus of the Canada - United States agreement concluded in January 1965 on 
duty-free trade in automotive equipment, exports of cars, trucks and automotive engines and parts 
increased nearly $250 million in the six months of 1966 over the same period of 1965, Automobiles and 
trucks accounted for more than $150 million of this advance, There were also reciprocal increases in 
the imports of automotive equipment, Exports of wheat and flour expanded some $130 million, with 
shipments on the U,S.S.R. account alone rising over $160 million, and to Mainland China $30 million. 
\Exports were, however, lower to several western European countries, including Belgium - Luxembourg, and 
to Czechoslovakia and several other countries in eastern Europe, Within the food and beverage group, 
exports of meat, fresh fish and whiskey were up moderately. 


Shipments of non-ferrous metals rose nearly $150 million, with copper accounting for about $55 
million and aluminum and nickel each rising $25 million. Exports of newsprint gained approximately 
$54 million, lumber some $30 million and pulp much more moderately. Exports of machinery rose over 
$35 million as also did those of aircraft engines and parts. Shipments of fertilizers increased some 
$20 million, and less substantial gains were recorded by many other commodities including crude petro- 
_leum, asbestos, chemicals, communication equipment and firearms. Exports of dairy products, uranium, 
iron ores, synthetic rubber and aircraft declined between the first two quarters of 1965 and 1966. 


Changes in commodity values within the import totals for the first quarters of 1965 and 1966 

are likely indicative of the developments in the second quarter for which detailed information is not 
‘yet available. Close to one-third of the increase of over $350 million in imports (adjusted for 

balance of payments use) between the first quarters of 1965 and 1966 was concentrated in automobiles 

and engines and parts. The larger portion of the increase remaining was distributed over industrial 
materials, machinery, equipment and tools, food, beverages and other consumer goods. Almost all 
commodities contributed to the import expansion: meat, vegetables, fabrics, chemicals, non-ferrous alloys 
‘(mickel in particular), fabricated steel materials, electronic computers, office machines, navigation 
and other measuring equipment. 


Average import prices, which had remained unchanged between 1964 and 1965 taken as a whole, 
were up a shade in the first quarter of 1966, as compared with the first quarter of 1965, and may have 
continued to rise in the second quarter. Average export prices, which rose between 1 and 1 1/2 per cent 
between 1964 and 1965, were about 3 1/2 per cent higher in the half year 1966 over the same period of 
11965. 


Major Items in the Balance on Non-Merchandise Transactions 


First six months 


Change 
| 1963 1964 1965 1966 RS 
millions of dollars 
Gold production available for export ..... OA scct ee + 79 + 74 + 69 + 63 - 6 
upmenenes tubesa ee 958. £55225. 35505. 800s... 92 - 138 - 141 - 170 - 29 
eeeaest manda yidendsy. oso .ne . Sono eo cc Poca coe cheese - 294 - 331 - 352 - 383 -%311 
MEG IEeDG BHIOGINTGe. . Wl SU sehen eels tees Fe She ee - 34 - 14 - 38 = — 1485) - 5 
lgemexitances and migrants’ funds ..c..2....ceccccese =. ey 12 tae (5 + 32 + 27 
fememrnincoptributions( >: ... sessed Shes oes ce eiieiceee - 33 - 28 - 43 - 47 - 4&4 
jausteother. current transactions .....c..ceece see. = 203 - 223 - 189 - 182 + 7 
Balance on non-merchandise transactions .......e.ee. - 595 - 672 - 689 - 730 - 41 


rr 


Deficit on Services and Other Non-merchandise Transactions 
Deficit on services and Viner ee 


With the exception of migrants' funds and of government expenditures other than official con- 
tributions, all the non-merchandise items contributed to the $41 million increase in the "invisible" 
deficit from $689 million to $730 million. A widening of $29 million in the travel deficit and that of 


$31 million in net payments of interest and dividends were the largest negative changes, 


On the other 


hand, the surplus on inheritances and migrants' funds increased $27 million to $32 million, 


With a rise of $29 million to $170 million, the travel deficit for the first half of 1966 stood 
higher than that for the same period for any preceding year. Expenditures by Canadians travelling in 
the United States increased nearly 17 per cent from $262 million to $306 million, as compared with a 
14 per cent rise in the receipts from United States visitors from $186 million to $212 million. The 
travel deficit with the United States accordingly widened from $76 million to $94 million in the half 
year 1966. Following a decline from $71 million to $65 million in the first half of 1965, Canada's 


travel deficit with overseas countries rose to $76 million in 1966, 


The receipts from overseas visitors 


were up $3 million to $38 million, while the Canadian spending for travel overseas increased from $100 
million to $114 million. Travel accounted for 23 per cent of total non-merchandise deficit in the six 
months of 1966, as compared with 20 per cent ome year earlier. 


Travel Expenditures 


First six months chante 


ees 1964" 1965 1966 


millions of dollars 


United States: 


Receipesime sce Lo, 73 186 PIN Pz + 26 
Payments 4..%..2% 189, _ 240. .262) .306 + 44 
Balance %.....ep-eo2 pp) 67s - 76ee-094 - 18 
Overseas: 
Recei ptsae ssc 23 26 35 38 cr. 
Payments. .4% iq. 83 97 100 + 114 + 14 
Balances «6:26 0-) 00s n-- 718 1=865) =. 76 - ll 
All countries: 
Recelptsaveceae.) LOO 199 221 250 + 29 
Paymentsma. see an 272 39) 362 420 + 58 
Ballance: 4. S22 ecm = 92a 21 38ier 140 7-4 170 - 29 
Interest and Dividends: Payments 
Period Total Interest Dividends 
millions of dollars 
1963 860 314 546 
1964 1,010 B35 675 
1965 LeO7 A 372 699 
1964 it 10, 239 73 166 
Jie 10) 219 94 125 
LITO 219 7a 148 
LVA@ 333 97 236 
1965 I Q 240 ae, 163 
18, 252 108 144 
THO ge, 230 78 2 
IV Q 349 109 240 
1966 EO 258 91 167 
LiEsO 261 116 145 


ee 


Net payments of interest and dividends 
increased $31 million from $352 million to $383 
million, with interest and dividend receipts 
declining $4 million to $136 million and payments 
rising $27 million from $492 million to $519 
million in the first half of 1966. As the 
receipts of interest were unchanged, the decline 
was attributable to lower receipts of dividends 
on direct investment in the second quarter of 
1966, About 80 per cent of the $27 million 
increase in income payments from $492 million 
to $519 million originated in higher payments of 
interest, arising from large sales to non- 
residents in earlier quarters of new corporate 
bonds in particular and also of provincial 
debentures, Dividends payments rose $5 million 
to $312 million in the half year 1966, and the 
increase was in dividends on direct investment, 
More than one-half, or 52 per cent of the total 
"invisible" deficit was attributed to interest 
and dividends in the first two quarters of 
1966, up a shade from 51 per cent in the same 
period of 1965, 


As a result of a larger rise in payments 
than in receipts, the deficit on freight and 
shipping transactions widened $5 million to $43 
million, Official contributions were up $4 
million to $47 million in 1966, with economic 
aid being $10 million higher in the first quarter, 
but $6 million lower in the second quarter in 
an over-the-year comparison. The value of gold 
production available for export at $63 million 
was $6 million lower than in the first half of 
1965. Net payments of miscellaneous investment 
income, business services, and personal remit- 
tances were moderately higher. An increase of 
over 35 per cent in immigration in 1966 and a 
sharp reduction in the number of Canadians going 
to the United States for permanent residence, 
after the passage in that country late in 1965 
of a new immigration law, contributed to the 
$27 million expansion in the surplus on migrants! 
funds and inheritances, Government expenditures, 
other than official contributions, changed from 
a deficit to a surplus, owing largely to outlays 
in 1966 on the construction of foreign pavilions 
at the Expo 6/7 site. 


i] 
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Current Transactions in the Second Quarter (Seasonally adjusted) 


Following a sharp contraction in the current account deficit in the first quarter of 1966 to 
$173 million, seasonally adjusted at quarterly rates, the deficit widened about 38 per cent to $239 
million in the second quarter, The deficit for the first two quarters of 1966 together stood at a level 
about two-thirds that of the second half of 1965. The decline in the merchandise surplus brought about 
the deterioration, as the deficit on non-merchandise transactions narrowed between the first two 
quarters of 1966. 


Exports and Imports of Goods and Services 


(Seasonally adjusted at quarterly rates) 


Goods Servi 
ervices Total Current 


Paoe “Si oa pay- account 
Exports Imports Balance Receipts (1) y Balance *°°©*P'S nents balance 
ments (2) 

millions of dollars 
(1965 LeaQ?.2% ZO7FA 2,026 + 45 666 936 - 270 Db EST! 25.90 2am 225 
J Oe OO fa 21388 2,077 + 61 680 981 = 301 2,818 3,058 - 240 
RTICQ 2: 2,203 25163 + 40 705 1 OO Zeta ake OG. 2,908 3; 165--= —--257 
ch ii: aera 27333 2,361 - 28 668 1,001 - 333 3,001 J5302) 2 7e OOM 
) Year ... 8,745 8,627 + 118 ZSTAS 35920" ‘i= 1,200 145464 12,547 - 1,083 
1966 AQ 2, 2,514 2,382 + 132 710 1,055 ey eth: 3,224 35397 = bi 
PIOQ ws, 2,472 2,418 + 54 726 L{019 - 293 3,198 35437" =" 239 


(1) Including immigrants' funds and inheritances, by quarters in 1965: 52, 53, 53 and 53. 
(2) Including emigrants' funds and inheritances: 52, 51, 55 and 53, 


The strike in the trucking industry in Ontario had a retarding effect on trade and particularly 
on the inflow of imports from the United States in the first quarter of 1966. Later the work stoppages 
involving the stevedores and freight handlers in some St, Lawrence ports and the strike of the British 
seamen affected the second quarter trade adversely, particularly overseas exports. These industrial 
disputes appeared to have mixed effects also on freight and shipping transactions, The contraction in 
the merchandise surplus resulted from about a 2 per cent decline in exports from $2,514 million to 
$2,472 million, together with a slightly smaller rise in imports from $2,382 million to $2,418 million. 
The changes to non-merchandise transactions were even more modest, with the receipts rising from $710 
nillion to $726 million and the payments from $1,015 million to $1,019 million, seasonally adjusted at 
quarterly rates, respectively in the first two quarters of 1966. 


Non-merchandise Transactions in 1966 


(Seasonally adjusted at quarterly rates) 
at et a aca ee all a Se a a a a ee ee er 


Receipts Payments Balance 


abel) jhid (6, IQ TIPO ik TCA, 
millions of dollars 


Gold production available for export ... 35 28 - - 63S + 28 
Heavicumexpendi tures’... coc. ccc cece ee cee's 205 214 216 223 =e el - 9 
Interest and dividends ..... eerie te. Wy 78 274 281 - 197 - 203 
mere entwand Slipping es. .s.ceesteccccssce 176 ILyAil 196 196 =e) as 25 
Inheritances and migrants' funds ....... 54 65 44 46 + 10 + 19 
Rieeother transactions ........ Sygate 163 170 285 PRUE - 122 - 103 


| Totals s 710 726 TONS Og - 305 - 293 


eereereceeoeereeeceereeoee ereceeeeee ee 
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It is seen from the above statement that negative changes comprised a reduced value of gold 
production available for export and larger net payments of interest and dividends and for freight and 
shipping services, Reduced deficits on travel expenditures and on other miscellaneous transactions 
(including a much smaller total of official contributions in the second quarter) and an expanded surplus 
on inheritances and migrants' funds outweighed the negative influences, Immigrants in the second 
quarter of 1966 exceeded the arrivals in the same period of 1965 by more than one-third, 


Transactions by Areas 


Canada's current deficit with the United States rose $93 million or more than 8 per cent from 
$1,119 million to $1,212 million, and the current account surplus with the United Kingdom narrowed 
nearly 10 per cent from $247 million to $223 million, with both trade and non-merchandise transactions 
contributing to the deterioration with each of the two countries. Canada's surplus with other countries 
just about doubled from $117 million to $233 million in the first half of 1966. As the current surplus 
declined in transactions with other countries in the sterling area, the gain occurred in transactions 
with other OECD countries in Europe and in particular with the remaining countries. 


Total receipts from the United 

Quarterly Current Account Balances States for goods and services stood at 
$3,719 million in 1966, up $645 million 

or 21 per cent from $3,074 million in 


i 


La iit ©, ieee ©) VO Year the first half of 1965. Total current 
payments to the United States rose $738 
millions of dollars million from $4,193 million to $4,931 
United States: million, a relative increase of approx- 
TOG Sate ericn: sara etree - 348 - 345 - 60 - 409 = lO imately 17 1/2 per cent. Of the increase 
WG re sae ee were s = Dal - 507 - 119 - 468 = Le635 of $93 million in the deficit, $41 
DO Sie vorevate Sano ON oS Siete - 530 - 170 - 623 = -l, 912 million was derived from merchandise 
BIGGE ee oo erawle iake =3607 - 605 trade. Merchandise exports advanced 
26 per cent from $2,341 million to 
United Kingdom: $2,956 million, while merchandise imports 
ED OS aaa wlensiw chess +. 81 + 116 + 497) J ob20 a5 Fee ald in the half year 1966 were estimated at 
19 G4 was cele ee ap th gp IVA) ee IGG) ep PS ce GOS $3,579 million, up more than 22 per cent 
LO Gia rievel stcver ete iets SEL OG + 141 + 134 + 129 + 510 from $2,923 million. A large portion 
GS A Gal (nw, Sy eens +0103. cat 1:20 of the $250 million gain in the exports 
of automotive equipment went to the 
Other countries: United States, as did also the substan- 
TO OS we sietsun datas aiere sr hs) gs XO) =i) an I7Q) Se 206 tial rise in shipments of non-ferrous 
BG eae orien en aliia 4 ap Mies eB AO} ee Ab aS INOW a KONG: metals, in particular copper and alu- 
MOD wsicrate ciMaieie ao ap texe) ae OS) ae eR a ESO Ree SIS) minum, All the non-merchandise items, 
NO OD cha.» areca aoe +100 + 133 except migrants' funds and inheritances 


contributed to the $52 million increase 

in the total “invisible! deficit. »tne 
deterioration in the travel account, referred to before, and the widening in the deficit on interest 
and dividends were the most prominent additions to the deficit, 


In current transactions with the United Kingdom, the surplus narrowed $24 million from $247 
million to $223 million between the half years 1965 and 1966, The merchandise surplus declined $15 
million to $251 million, as exports at $557 million were $6 million lower, while imports were $9 million 
higher at $306 million. The British seamen's strike in May and June is likely to have had a special 
impact upon trade with the United Kingdom in the second quarter. A small increase in net receipts of 


migrants' funds and inheritances was more than counterbalanced by larger deficits on travel and income 
accounts and other non-merchandise items. 


The doubling of the surplus on current transactions with other countries from $117 million to 
$233 million was attributable to an expansion of $96 million in the trade surplus from $250 million to 
$346 million and a $20 million contraction in the non-merchandise deficit to.S 113) million sinsthestirst 
two quarters of 1966. Roughly 90 per cent of the export gain from $1,113 million to $1,285 million 
occurred in shipments to other countries outside the sterling area and the OECD group of countries in : 
Europe; and the dominant element was the enlarged deliveries of wheat and flour under the Russian ; 
contract. About one-half of the smaller increase in merchandise imports from $863 million to $939 :' 
million is estimated to have originated in the last-named group of countries. Most of the $20 million 
decline in the non-merchandise deficit was credited to transactions with this area also. Many of the 
individual "invisible" balances recorded small improvements, 


and the Expo 67 construction disbursements 
represented the most notable single contribution, 


Financing of Canada's Bilateral Account with the United States 
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1965 1966 
1963 1964 OO 
1 (@, IEA LA t 10, IV Q I Q Lio 


millions of dollars 
‘Transactions with the United 
| States: (1) 
Cacrent account balance ...2.0! = 1;316) 9 =..13780) -.2;,050 - 564 - 205 - 657 - 641 - 634 
Capital movements in long-term 
BOUmnl Ce ct. ee ec elec se) He, 843 4°15 013° +05 (96466 :+°196° + 279 + 290 + 478 + 212 
Capital movements in short- 


Pers Corns 2)o 2. S860 S446. Soke Tiere 626eGse 650809) 48193808294 $55 +2862 S27, 
POET ORE seca ss cclecees ses o-e466".= 141 -.1,594 - 561 - 220 “212 LO eer IS) 
Financing: 
| Transactions with rest of 
| wor ld; 


| Current account balance .... + 620 + 41,211 + £829 el ORF -+206 ap 2450s) + 203 253 
Capital movements in long- 
CecMeaOPUS: oieccsetscceicss = 206 - 193 - PS Kk = ©2 3S 2 - 55 - 48 = 33 
Capital movements in short- 
Pernt Oums (2). oo. cloe sce es 
BeprCOLAL G5. 1284 sieges eo 
Gold production available for 
CADOMUMeteteides ices cleoec ees eer ts 154 + 1455 + £38, 4444 34.84 £35 + 34 + 34 + 29 
Increase (-) in official 
Canadian holdings of gold, 
foreign exchange, net asset 
Widder hneriiMl:, BEEC CE. < cdiew co SO LW 146 - 363 = 15) / ae 1-226 - Z + 139 + 117 
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(1) Excluding gold production available for export and changes in official monetary assets, shown with 
| financing, 

(2) There is a discontinuity at the end of 1963 in the allocation bilaterally of capital movements in 
short-term forms, implying accumulated earlier net overstatements of inflows from the United States 
and corresponding net understatements of inflows from the rest of the world of the order of $200 
million, 


| Canada's current account deficit with the United States in the second quarter of 1966 (excluding 
zold production available for export, which is conventionally attributed to the United States account) 
vas $634 million, Capital movements in long-term forms between the two countries produced an inflow 

of $212 million, and there were further net inflows of $27 million from transactions in short-term forms 
(apart from changes in official holdings of gold and United States dollars), In sum, these transactions 
vith the United States gave rise to net payments by Canada of $395 million. This figure represented 

1 considerable increase from the corresponding amount of $101 million in the first quarter, when there 
yaS an unusually large reduction of $198 million in undelivered new issues of Canadian bonds, The half- 
year total of these payments, aggregating $496 million was below the extraordinarily high levels pre- 
railing a year earlier, but was nevertheless higher than for many earlier periods and indicated a 
tontinuation of the contribution of transactions with Canada to the strength of the balance of payments 
‘position of the United States, 


With the United Kingdom and other overseas countries the pattern of imbalance resumed its 
somplementary role to that with the United States. The net current surplus of $253 million was offset 


mly to the extent of $4 million by outward capital movements, an outflow in long-term forms of $33 
aillion and an inflow of $29 million in short-term forms. These net receipts of $249 million in the 
‘econd quarter followed an unusual payments balance of $72 million in the preceding quarter, when there 
rere exceptionally large withdrawals from the Canadian banking system of foreign currency deposits by 
overseas customers, 

The net payments imbalance from these groups of transactions amounting to $146 million, compared 
rith $173 million in the first quarter. It was financed by a net reduction of $117 million in official 
ioldings of gold, foreign exchange, and IMF balance, and by Canadian gold production of $29 million, 
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Included in the bilateral movements described above were the effects of the international 
foreign currency operations of the Canadian banking system, These were much less important bilaterally 
in the second quarter than in the first although the net movement with all countries was larger. These 
operations continued to contract. Net spot holdings of foreign currency assets by the chartered banks 
fell $70 million (on a transactions basis) during the quarter, Claims on residents of the United States 
fell by $69 million, and liabilities to them by $71 million, With overseas countries assets fell by 
$42 million and liabilities by $28 million, Foreign currency claims on Canadians increased by $5 
million and liabilities to Canadians by $63 million, Thus the reduction of $70 million in net foreign 
currency assets of the banks reflected declines of $58 million and $14 million respectively with 
residents of Canada and of overseas countries, and an increase of $2 million in net assets with residents 
of the United States, 


Abstracting the net inward movement of $12 million with non-residents by or through the Canadian 
banking system, all other capital movements in the second quarter produced $223 million made up of 
$241 million from the United States reduced by an outflow of $18 million to overseas countries, 


Capital Movements 


1965 1966 
Summary 1964 1965) 
LIhOp CLTTe Ons te ue I Q II Q 


millions of dollars 


Capital movements in long-term forms .... + 820.- +< 713° “+ 134 +7216 +235 + 430 + 179 
Capital movements in short-term forms (1) 32 GS + 527 te AT, oe INS See ao - 165 + 56 
Balance on goods and services .......-cee - 424 - 1,083 - 360 + 36 - 364 - 404 =" 352 
Change in official holdings of gold, 

foreign exchange, and net balance with 

the International Monetary Fund ....... “+2505 + ILS oF I Gp BAS | OD = 139 ey 


Between the second quarters of 1965 and 1966 prevailing conditions in the financial markets 
both in Canada and abroad changed substantially. The course of the bond and stock markets in the United 
States and Canada followed the same general trend with sharply higher interest rates apparent for both 
long and short-term debt while stock prices fell considerably. In addition the financial markets had 
to adjust to various fiscal and balance of payments measures introduced in several countries. The 
aggregative effects of these influences on the Canadian balance of international payments cannot be : 
readily quantified, however, in reviewing the material it is useful to keep them in mind. ; 


Capital Movements in Long-Term Forms 
The net capital inflow into Canada 


A Adjusted to reflect (apart from official monetary movements shown 
ctual ? 
Period ceaae timing of security separately in the balance of payments statements) 
offerings totalled $235 million in the second quarter of 
millions of dollars 1966 compared with $361 million a year earlier. 
As the variation in the current account deficit 
1963 + 637 + 426 was not too great there was a sharp swing in 
1964 + 820 + 749 holdings of official monetary assets from an 
1965 + 713 + 972 increase of $1 million in the second quarter of 
1965 to a decrease of $117 million in the period — 
1964 IQ oF 3 = 33 under review. : g 
II Q a2 ists! ap Kens, = 
III Q + 212 + 401 Sales of new issues of Canadian secu- ; 
IV Q + 472 + 293 rities continued to provide the bulk of the 4 
1965 I Q + 128 nye inflow in long-term forms, The timing of 
II Q + 134 4-105 offerings and deliveries, as shown in the state- 
III Q + 216 ase ment, has a considerable influence on capital 
IV Q + 235 + 327 movements in long-term forms. Inflows for 
direct investment in Canada were the highest 
1966 I Q + 430 + 232 for many quarters mainly as the result of 
1eane) * 179 + 235 several special transactions, Significant 
outflows were recorded for the retirement of 


Canadian securities, reflecting particularly the 
special repurchase of Government of Canada bonds from United States residents, and for the purchase of 
outstanding foreign securities. 


=e ig Pe 3 


| Capital movements in short-term forms resulted in a net inflow of $56 million in the second 
juarter of 1966. Minor outflows were recorded as Canadians increased their short-term balances abroad 
thile non-residents reduced their holdings of all types of Canadian money market instruments. These 
nutflows were more than offset by net inflows from other short-term capital movements, including 
‘hanges in loans and accounts receivable and payable, 

t 


direct Investment 


The net capital inflow for direct investment in foreign-controlled enterprises in Canada rose 
‘o $155 million, the highest quarterly level since the fourth quarter of 1962. Almost 90 per cent of 
he inflow came from the United States, The largest inflow was directed to manufacturing enterprises, 
while significant amounts were also received by the petroleum and natural gas and by the mining 
mdustries. Included in the data for the manufacturing and mining industries are several substantial 
pecial transactions unrelated to new capital formation in Canada; these more than accounted for the 
ise from $110 million in the first quarter, 


. Canadian direct investment abroad at $40 million was also at a relatively high level. Half of 
he net outflow was directed to countries other than the United States and the United Kingdom, prin- 
ipally in the Commonwealth. The bulk of the movement went to manufacturing subsidiaries. Two sig- 
ificant reverse flows were recorded from the sale to non-residents of Canadian investments in the 
mited States and Europe. 


ecurity Transactions 


; The net capital inflow from Canada's international transactions in portfolio securities fell 


uring the second quarter from the first quarter's high of $372 million to $40 million, the smallest 
ales balance recorded since the first quarter of 1964. Net sales of Canadian securities, at $130 


illion, represented a decline of $312 million from the high level of $442 million reached in the March 
warter, 


New issues of Canadian securities 


New Issues of Canadian Bonds Sold to continued to play the major role in this capital 
United States Residents movement but the inflow contracted to $347 
| million from the peak level of $579 million of 
Un- the first quarter. Sales to non-residents of 
f cee pe amc * Jeep iends de livered(1) new bonds issued by corporations fell by $209 
millions of dollars million to a relatively low $111 million, 
while new issues of common and preference 
264 Year 9577, 1,028 Syl stocks sold abroad also fell to a more normal 
265 ay 1,408 1,149 310 $3 million following the large inflow of $44 
million in the previous quarter when there was 
765 I Q 344 263 132 a major new stock issue. Total offerings of 
LIQ 282 Shia 103 new issues of Canadian bonds to United States 
Ler OC 399 284 218 residents rose to $394 million and the unde- 
IV Q 383 291 310 livered balance at the end of the quarter to 
$168 million, Transactions in outstanding 
166 tO 316 514 par: Canadian securities during the second quarter 
IL Q 394 338 168 produced an enlarged net outflow of $67 
| million, which included a significant increase 
.) At end of period, to $43 million for the repatriation of foreign- 


| held Canadian equities. There was also an 
tusually large outflow of $150 million for the retirement of Canadian securities. In a special trans- 
ation associated with the adjustment of Canada's reserve position the Government of Canada repurchased 
me $69 million (expressed in United States dollars) of its outstanding bonds from United States 
‘sidents, This followed a similar repurchase of some $40 million in the first quarter and brought 
:tirements of Government of Canada direct issues in the second quarter to the high level of $81 
.1llion, 


ce ee 
if vous edt tions in Foret Securities Transactions in foreign securities 
eek ee te Pn led to an outflow of $90 million, or some 
Items - D6, 7, 8 $20 million higher than the already large 


outflow of $70 million in the first quarter, 
This rise was more than accounted for by 
increased purchases of outstanding United 
States common and preference stocks which 
resulted in a net outflow of $74 million, 
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millions of dollars Purchases of foreign new issues, at $7 million, 
were considerably below the first quarter's 
Qutstanding issues .. - 16 -18 - 5 - 46 - 89 figure of $27 million, which included Canadian 
purchases of a new offering in Canadian 
New BSUes as nccenieles cue a ali eee Omi Lh eae enna, currency by an international institution, 
Retirements . dn. OS ae a: aie ee! Me ie Re ee 


(A minus sign indicates an outflow of capital from 


Canada, ) 
Detail of Long-Term Capital Transactions n.i.e. 
Item D13 
On a a a a a ea 
Year Export credits (1) Finance 
and Reda com- Other Total 
quarter Advances dab coe a Net panies (2) 
millions of dollars 
9637525. Sitess ee y chara & cratere eievelerele oss) srsieis - 107 ce he: = 72: + 11 + 75 + 14 
MO GA oer cla ete wcterere oe mtaieicisielere Giels/clclelelele clelels - 321 + 157 - 164 - 6 + 116 - 54 
J965 see eicioietare:s wale ausleveierers eels crejerece.cieiese - 252 + 65 - 187 =e. + 54 - 136 
1964 HEA O were svetele-sisteistoiere acer iciclelclcrelevels . - 38 oF 7 - 31 + 4 - 10 - 37 
PTR O resale sateve ete.eteleless eis <.eiejsiectieisie 8,506 - 75 + 23 - 52 + 6 + 25 =e 2 
IEEE Q eeorceocscercseseeeeceeeescesreeeecece a 1123" + 77 = 46 = 14 + 85 + Dey 
VAT OU accuse cleteisicioievaiets ete cvele sie .e.esiee - 85 + 50 - 35 ee. + 16 - 21 
1965 ib Q eerercesreeeere ere eeoseeeceo0e0 oe 59 ar 17 = 42 = 1 + 50 + i 
MWe Q eeeceereeeceseeseseeeeoceerece = 74 + is! ae 61 = 6 + 5 ae 62 
ated: Q eercecereereeeeeseeeoee2ee2ese2008 = 76 = Haj — 54 + 4 . 2 ze Sy 
IV Q coeeeeceeceeoexeexzese ee eerecsese = 43 + 13} = 30 - + 1 = 29 
1966 TOUR tata ave accie ic eterats cela ctekeeieiate che sis - 44 + 21 2 - - 5 - 28 
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(1) Export credits from Canada directly or indirectly at risk of the Government of Canada. 
(2) Finance company borrowing not included in items Dl, 3, 4, 5, 17.3 or 17.4. 


Other Capital Flows In Long-Term Forms 


Disbursements by the Government of Canada under intergovernmental loan programmes and for 
subscription payments to international investment institutions aggregated $3 million in the second and 
$6 million in the first quarter of 1966, Apart from the provision by Canada of about $2 million to the 
International Development Association in the first quarter, these amounts represented drawings of 
sterling area countries on the programme of soft loans described in the report for the final quarter of 


1965, Principal repayments on earlier intergovernmental loans produced $2 million in each of the first ~ 
two quarters of 1966. 


Capital flows during the second quarter associated with the financing of exports directly or 
indirectly at the risk of the Government of Canada were inwards, on balance, in an amount of $16 ‘ 
million, following a net outflow of $23 million in the first quarter, While new credits aggregating t 
$55 million were provided during the quarter, these were more than offset by repayments totalling $71 
million, Accelerated repayments under old contracts with United States residents and substantial 


oe 


iaturities in connection with wheat sales to Sino-Soviet countries were prominent among receipts, There 
rere net extensions of credit on balance to other areas. It will be noted that the long-term credits 
rrovided in connection with wheat sales generally extend for periods from 18 months upwards. 


All other transactions in long-term forms in the second quarter led to a net inflow of $9 
wllion, compared with an outflow of $5 million in the preceding quarter, A wide variety of trans- 
.ctions contributed to these balances, During the second quarter borrowing from foreign banks consti- 
‘uted an important inflow but was partly offset by outflows of funds which had previously been borrowed 
broad to finance private long-term trade credits, 


apital Movements in Short-Term Forms 
| Capital movements in short-term forms led to a net inflow of $56 million in the second quarter 
\£ 1966 compared with the previous quarter's outflow of $165 million. On balance the bulk of this 
nflow came from the United Kingdom with significant outflows going to other overseas countries, 
| 
Non-resident holdings of Canadian dollars fell by $9 million in the period under review, $20 
illion less than the decline recorded in the previous quarter, The outflow was accounted for primarily 
'y a decrease in foreign holdings of Canadian dollar deposits. There was also a decline in non- 
‘esident holdings of demand liabilities of the Government of Canada while transactions in treasury bills 
ere offsetting and resulted in no net movement, 


As indicated in the supplementary statement covering "Other Capital Movements", for the fourth 
uccessive quarter there was a net outflow to increase Canadian holdings of bank balances and other 
hort-term funds abroad (excluding official reserves), The net outflow in the second quarter of $8 
illion was sharply reduced from the previous movements; the pattern in recent quarters is largely 
elated to changes in Canadian holdings of swapped deposits of residents with Canadian banks (funds 
onverted into a foreign currency, usually United States dollars, which have been placed on term 
eposit with a bank and which the bank has undertaken through a forward contract to convert back into 
anadian dollars at maturity). 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 
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7.1 Bank balances and other short-term funds 


abroad (excluding official reserves) ...se.<- - 528 +138 + 141 - 74 .- 99 —ul652 -" 8 
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1) Includes changes in loans and accounts receivable and payable, and also balancing item representing 
_ difference between direct measurements of current and capital accounts. 


Reverting to the pattern set in 1965, transactions in Canadian finance company paper (including 
hat of the financing subsidiaries of manufacturing and retail enterprises) led to a net outflow of 
6 million, Reductions in non-resident holdings of other finance company obligations of a short-term 
ature (which include borrowings from foreign banks and advences from parent companies) resulted in a 
et outflow of $12 million, Additional finance company transactions which are not identified sepa- 
ately are included with capital movements in long-term forms, notably in new issues and retirements 
f Canadian securities. The total of all international capital transactions of these companies led to 
met inflow of $70 million and a net outflow of $10 million in the first and second quarters of 1966, 
espectively, 


es 


Reductions in non-resident holdings ot Canadian commercial paper (including bankers' acceptan- 
ces) and other short-term paper (including notes of banks, mortgage loan companies and municipal and 
provincial governments) produced a net outflow of $6 million. All other Grasso os ie led to a net 
inflow of $97 million. These include changes in loans and accounts receivable and payable. 


Official Holdings of Gold and Foreign Exchange and Canada's Balance with the IMF 


Official holdings of gold and foreign exchange were reduced again during the second quarter of 
1966, but there was some increase in Canada's balance with the IMF, so that Canada's net international 
monetary assets in these forms fell on balance by $117 million, following a decline of $139 million in 


the first quarter. 


The decrease in official holdings of gold and United States dollars during the quarter amounted 
to $181 million, expressed in Canadian funds, while corresponding holdings of sterling, which are 
confined to working balances, were little changed. Official holdings of gold and United States dollars 
expressed in terms of United States funds, amounted to $2,342 million at June 30, 1966. This was $323 
million lower than at the beginning of the year. Declines occurred in each month. During each of the 
months of January, February and June the Exchange Fund Account sold $50 million of gold to the United 
States. These transactions increased modestly the international liquidity situation but did not in 
themselves affect the total level of Canada's official holdings of gold and foreign exchange. 


Canada's so-called "gold tranche position" with the IMF, together with loans made under the 
General Arrangements to Borrow, amounted to $438.3 million, expressed in United States funds, at the 
end of the quarter, having increased by $59.4 million during the second quarter and $25.5 million 
during the first. The total represents the net resources made available by Canada to the IMF and may 
be drawn by Canada virtually automatically on statement of balance of payments need, although Canada 
would then be under an obligation to restore the figure to 25 per cent of its quota which is currently 
S740 milion sdeeemcOms VODemiutont. 


Two factors were responsible for the change in Canada's balance with the IMF during the second 
quarter of 1966. Accounting for $11.9 million of the increase, in terms of United Stes funds, were net 
drawings of Canadian dollars by other countries. This figure was made up of drawings of Canadian 
dollars by other countries aggregating the equivalent of $78.8 million in United States funds, and 
repurchases by them of their own currencies with Canadian currency equivalent to $66.9 million in United 
States funds. In the first quarter drawings aggregated $181.0 million and repurchases were equivalent 
to $155.5 million, a net amount of $25.5 million. Prominent among the totals in each quarter were 
drawings by the United States. As described in the last report, the Canadian dollars are resold by the 
United States to other countries wishing to make repayments to the IMF. Insofar as Canada is concerned, 
therefore, they are largely technical having no lasting effect on Canada's balance of payments since 
the repayments of Canadian dollars to the IMF by other countries offset the drawings of Canadian dollars 
from it by the United States. 


The second factor in the change in Canada's balance with IMF arose from the increase in Canada's 
quota. During 1966 arrangements were completed for a general increase of 25 per cent of all quotas in 
the IMF, subject to deferred payments in the case of less developed countries facing payment difficul- 
ties. Additional increases in quotas were recommended for some member countries, including Canada, in 
view of the relatively high rate of growth of the economy and foreign trade of these countries, since 
the last revision of the quotas in 1959. When the Fund was established in 1945 Canada's quota was set 
at $300 million and in 1959 this was increased to $550 million. The further increase in 1966 raises 
Canada's quota to $740 million. At this level, by size of quota, Canada ranked sixth among the 103 
members of the IMF in mid-1966. 


Under the Articles of Agreement 25 per cent of the quota is payable in gold and the remainder 
in domestic currency. The increase in the Canadian quota accordingly gave rise to the payment by 
Canada in gold to the IMF of $47.5 million in terms of United States funds and to an increase in Cana- 
dian dollar liabilities to the IMF of $142.5 million, again in terms of United States funds. The 
Canadian dollar equivalent of the gold payment is reflected as a reduction of Canada's official hold- 
ings of gold and foreign exchange in Item Hl, and as an increse in Canada's balance with the IMF in 
Item H2. That part of the quota which is payable in Canadian dollars is not reflected in these items, 
since it gives rise to a simultaneous increase in assets and liabilities and the net balance with the 


IMF is not immediately affected, although the ability of the Fund to provide Canadian dollars to its 
members is enlarged. 
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It will be noted that Canada's otficial holdings of gold and United States dollars, together 
with Canada's net creditor position in the International Monetary Fund (Canada's balance with the IMF 
less Canadian quota payments in gold aggregating $185 million), amounted at the end of the second 
quarter to $2,595 million expressed in United States currency. This represented a reduction of some 
$285 million from the beginning of the year. It will be recalled that in January, reporting to the 
House of Commons on balance of payments arrangements between Canada and the United States, the Minister 
of Finance noted that while Canadian reserves must be expected to fluctuate from month to month, the 
Canadian Government would consider it appropriate that such fluctuations take place at a figure some- 
what lower than the mid-1963 figure, say, approximately $2,600 million in United States funds. Consis- 
tent with these arrangements the Government repurchased in January 1966 about $40 million of its out- 
standing United States dollar bonds which were held in the the United States. Further purchases of 
‘$100 million were arranged in June, of which $69 million was delivered in June and $31 million after 
the end of the second quarter. As indicated elsewhere in this report special repurchases have been 
recorded in the balance of payments statistics as retirements of foreign-held Canadian bonds. In June 
the Government announced that it was seeking authority in the estimates to enable it to purchase out- 
standing securities of the International Bank for Reconstruction and Development held by United States 
residents. This would provide some flexibility in carrying out the arrangements made with the United 
States Government should the overall Canadian balance of payments be such as to require further action 
to attain the objective on which agreement had been reached. 


United States Dollar in Canada 


LEER 


atte ~ 


Exchange Holdings and IMF Balance 


Net balance 


Official holdings 


“ pi ceolaiane with Inter- 
oon 
Period High Low Close ayecnee End of period Uaited Stace ahead 
dollars 
Fund 
Canadian cents millions of United States dollars 
1964 1Q 108.09 107.94 108.06 108.02 1964" "30 2,466 20 
LEQ 10825 77108503 “108.137 ~ 103.09 LEG 2,534 25 
pe al 108222 © 9107250: ©107750"~"107587 III Q 23029 80 
zyV.G6 107563  °107,25 ~107.38~ °107.46 IV Q 2,674 197 
1965. 1°9 108.44 "107231- 107,97 “107271 T9G5%, SLiG 2,554 240 
j GBR) 108.38 107.72 108.34 108.04 1rQ 2,480 J27 
LITL..@ 108.50. 107253, 107459- 107.94 III Q 2,614 403 
IV Q 10797890 4107-38: 5107:.50 “S10753 IV" 2,665 353 
1966 IQ LO7 sole O07 04 107.720 tl woo 1966 IQ Dg lO 379 
II Q 107.58 ~ 107.53 107.53° (107.67 EG 2,342 438 
April 2,469 392 
May 2g Sh2 449 
June 2,342 438 
Note: The table of exchange holdings does not include holdings of the Government of Canada at March 31, 
1966 of $174 million of medium-term non-marketable securities of the United States Government, 
acquired in 1964 in connection with the Columbia River Treaty arrangements. 
Canada's Accounts with the International Monetary Fund 
Ganwal t Canadian liabilities = IMF holdings 
athe Peat ss of Canadian dollars 
' 
Transactions Transactions metre. 3 
Period Subs Net drawings Sales of Total balance 
i eae eser crip- ae aap (-) of Cana- Canadian liabi- with 
- tions gn dian dollars dollars ities IMF(1) 
tion (GAB) currencies 
(Quota) and by Catlada by other to IMF 
loans countries for gold 
millions of United States dollars 
1947-61 550.0 550.0 412.5 - 99.6 2540 33729 21 Zee 
1962 550.0 300.0 2045 688.2 - 1358.2 
1963 550.0 eh re 602.5 = Seae7 
1964 15,0 565.0 15.0 ~ 166.0 - 99.0 9.0 36749 1973 
1965 35.0 ~ 60030 35.0 - 183.4 1H fee 246.6 353.4 
1966 IQ 600.0 pat beh) pila 378.9 
pee) 190.0 790.0 142.5 - 11.9 Jol es 438.3 
(1) This is a cumulative measure of the net resources provided by Canada to the IMF. The Canadian 


Note 


dollar equivalent of the change appears as item H2 in the balance of payments statement. Canada's 

net balance with the IMF, when positive, represents the so-called "gold tranche position" plus 

borrowing under the General Arrangements to Borrow (GAB). This may be drawn by Canada virtually 
automatically on statement of balance of payments need, but Canada would then be under an obliga- 
tion to restore its net balance to 25 per cent of the Quota. 

: The statement is expressed in terms of United States dollar equivalents in accordance with the 
IMF practice. Since members are obligated to maintain the gold value of the IMF's holdings of 
their currencies, from time to time there have been adjustment payments between the IMF and Canada 
in Canadian dollars arising from changes in the exchange rate. These transactions are not re- 
flected above because the series are shown in United States dollar equivalents, and do not appear 
in the balance of payments statements because only the change in Canada's net asset is shown. 

The adjustment transactions affect the Public Accounts of Canada. 


Annual and Quarterly Estimates of the 


Canadian Balance of International Payments 


Included within this report are tables containing annual estimates of the Canadian balance of 

international payments, bilaterally with the United States, the United Kingdom, other sterling area 

countries, other OECD countries in Europe, and all other countries for the years 1963 through 1965 
(Table I), and quarterly estimates of the Canadian balance of international payments with the United 

States for the years 1963 through 1965 (Table IV B). Quarterly estimates for 1964 and 1965 with all 

countries may be derived from the regular two page table in this report, and corresponding data for 
1963 may be derived from the report for the second quarter of 1965. 


It may be noted that new data available only after 1963 covering the international foreign 
currency banking operations of the Canadian banks contributed to a significant discontinuity in item 
'D 17 of the bilateral data between 1963 and 1964, These complex operations and their statistical 
implications were described in the quarterly report for second quarter 1965. The discontinuity at the 
end of 1963 implied an accumulated over-statement of net inflows from the United States and the United 
Kingdom of the order of $200 million and $250 million respectively, and a corresponding understatement 
of inflows from other overseas countries. 
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TABLE I. Annual Estimates of the Canadian Balance of International Payments, 1963-65 


All countries United States 
Account 
1963 1964 1965P 1963 1964 1965? 
No. F 


millions of dollars 


A Current receipts: 
1 Merchandise exports (adjusted)......-.c..cc.c..ccce-c-cccccserennsecnoensesnarneerans 8, 238 8, 745 3,970 4,993 
2 Mutual Aid to NATO countries 47 39 6 a 
3 Gold production available for CXPOMFt ..........ccecseseecesereterersteeeceeenenees 145 138 154 138 
4 Travel CXDENCIGUIES .cs esx serennere sees seeecearceteneseenene rasan ons eucntnaededesonccete 662 7147 549 660 
5 Interest and dividends .0...........cccsceceseseseererenececenecenesssenecesesecsenteseee 332 310 155 204 
6 Frebeht ANGtSHIDD IN Giccccce ce acee cea seene nce n sees soc ccncarcdncsuarocd-tesitacssanesasntscern 644 673 279 327 
T! Inheritances and immigrants’ funds .... 169 211 65 91 
11 ANI other Current TEC GID tale. cy cares acs aceenes nvge-cacacaceressvereucvene-peesearee=== 557 640 336 393 
12 Otel CUCM E TCC ONDE aro ace cs aren or <a ate oa senex nt en crese nae ce sagnaaenea he 10, 794 11, 503 5, 508 6, 806 
B Current payments: 
iT Merchandise timports (adsiSted )2c.cccceccceserac ce -ncene-cne-entrecece-ccacccacssssase Ug osu 8,627 4,458 6, 034 
4 Travel ExMenditures icc. 6 beccnse-vacne vanes ecestcescrerece-ctemenaceronseervarcocntsee ster 712 7719 388 
5 Mnterest andi dividends, fle 2 Setar ccate,ateuaveve testsaves sta ccstencastevapaesezes comes 1,010 1,071 
6 Rrreten tandesnipDIn gf oseteccccs.ctevteeess seve: o-<cetesteoterectacoterecrestosseccovecsc 679 755 
7 Inheritances and emigrants’ funds 201 211 
9 Official ‘Contr Dutlons!e, cies creseesrascvescovscts cvancone ses canceccsenenatanecavecrete 69 92 
10 Mutual Ald.to; NAT O'Countries'!<. tics. .sccecuserccceecterscborsdeosteveatetncresaee 47 39 
11 AIL Other current PayMents Bers sccacocece sede cencees occueseeneecotewssesenccoceuensarees 963 1,012 
12 Total current: payments. ....5.5. 28 ess locark cnc dececescdeedecsececee-aettees tase 11, 218 12, 586 
Cc Current account balance: 
1 Merchandise trad @iscteccssczsecs cet c cose sheets. ctavavesBseveusolenesees scuererscsesmeaet sso +e OL +) 18 
2: Other transactions; excluding B: 9) coiteccicccssccssesccestaxsaeecssvecsssesecerese - 1,056 - 1,109 
3 Official contributions .... = 69 = 92 
4 POtals iS Bk oecs toe fewest Pee ees Bieter ee Soe aPe cea ema eon vache tees - 424 - 1,083 
D Capital account: 
Direct investment: 
1 Direct investment in) Canada, weccrececccsssete vevecccece-testeceseesvstemeserrete + 270 + 405 
2 Direct Investment abroad ecccc:....ccscted-cs.ss-cspressgcceceseecessscasacteassceee - 95 eet oO 
Canadian securities: 
Sel Trade in outstanding bonds and debentures ..............ccccceeececeeeee + 17 + 62 
3.2 Trade in outstanding common and preference stocks - 98 - 264 
4 INGW TS SUS come rrececccec este eater et onc te saee eae coh vs eee ree oe Soceonesueasceee Fee + 1,100 + 1,209 
5 ROUTH US Rae crore ces acccct eo vecrvancecncre Se coarse es cxenscneeoere meaner ee - 382 = oGe 
6,7,8 POPE BMS CCUTIELCS rrcicrere ce eee ree ee ee - 52 - 84 
Loans and capital subscriptions by Government of Canada: 
9 ANGVANCES, \C6Co co. <.cceecseceseene cose: - 10 - 14 
10 Repayments to Canada + 10 + 10 
il Columbia sRiver Treaty. Wet: ciccscscseei ects alae eres eee eee ee + 54 + 32 
13 one-term capital transact onsite sooo ccsceccs-o--- oe asertartevc eed - 54 - 136 
Change in Canadian dollar holdings of foreigners: 
14.1 DODOSLES Sore tienwtctotern seateyceca nest toe eee ee ee eee + 28 ” 31 
14.2 Government of Canada demand liabilities = + 2 
14.3 Canadian treasury bills - 16 + 12 
17 Other capital movements - 45 + 482 
E Net capital movement (excluding monetary items shown below) in: 
1 Honeerermi formset tOuD Src. cce eee csc cacescane ee cee ee eee + 820 713 
2 Short-term forms (Di 14 tom 17), &.. ee ee ee - 33 + 527 
3 MOUCALS Re cpetes cura cvkcce neta eee cee ieee eT is ae + 87 + 1,240 
G Balance settled by exchange transfers ...............ccccccccececccocececececececece - - 
C+E+G)/ Official monetary movements in the form of: 
1 Change in official holdings of gold and foreign exchange .......... + 86 = 11 
Change in net International Monetary Fund positions .................. | PALIT + 168 
Other special international financial assistance ......cccccccecccececeseee = _ 


Notes: Pa 


A 2, B10 Mutual Aid is not included in figures for countries or areas, but is included in total receipts and total payments with all countries. 


D A minus sign indicates an outflow of capital from Canada. Some capital transactions with oth li i i ingdom, 
and with other overseas countries under the United States. or sterling area are 1nchiass aaa) ae 


TABLE I. Annual Estimates of the Canadian Balance of International Payments, 1963-65 
Other OECD Europe All other countries 


1964 1965” 1963 1964 1965” 1963 1964 1965” 


millions of dollars 


United Kingdom 


A 
1,017 409 515 531 662 749 840 1, 024 1,359 1,197 1 
x = = = = _ = = _ = 3 
28 8 11 9 16 17 27 8 ath 17 4 
31 26 41 41 8 8 8 10 13 17 5 
105 33 44 44 68 16 84 78 93 82 6 
43 12 13 21 21 ot 34 10 12 14 y 
74 11 14 20 28 48 63 24 34 Fy a 
1, 298 499 638 666 803 919 1, 056 1, 154 1,522 1,381 | 12 
| B 
521 418 417 385 474 558 707 708 7714 877 1 
70 21 23 27 86 105 106 20 23 26 4 
82 1 1 48 52 57 2 3 3 5 
94 11 137 146 161 34 38 46 6 
15 4 5 4 til 11 13 3 4 4 7 
= 57 58 73 2 1 1 6 10 18 9 
ye Ke aN Ke = ee te z3 ae e 10 
102 23 26 30 145 153 169 45 58 65} 11 
884 529 537 531 903 1, 026 1, 214 818 910 1,039] 12 
Cc 
+ 496 - 9 + 98 + 146 + 188 + 191 + 133 + 316 + 585 + 320 1 
- 82 + 36 61 62 - 286 - 297 - 290 + 26 37 40 2 
= - 57 - 58 - 73 =,.2 ae | - 1 - 6 - 10 - 18 3 
+ 414 - 30 + 101 + 135 - 100 - 107 - 158 + 336]* + 612 + 342 4 
D 
+ 38 - 11 + 4 + 3 + 37 + 27 + 47 - 4 - 4 + 4 1 
- 40 - 13 - 35 - 38 - 33 - 18 - 17 - 13 ” Ss, 2 
=a) - - 6 - + 6 + 42 + 31 003 =ma2 + 6 321 
- 55 - - - - 16 - 19 - 31 = = os 3.2 
+ 18 os = = + 22 + 20 + 28 + 14 + 18 = 4 
- 40 — — = - 42 - 31 - 25 - 7 - 12 S38 5 
- 2 = - 3 - 4 = #13 - 1 - - 3 - 6] 6,7,8 
~_ - 10 Sr = oe = & = - 8 - 8 - 13 9 
im 18 4055 A + 8 FeO 6) 7% 9) re _ _ - 10 
| - = = as = = = a = = 11 
a - 12 a - 24 - 23 + 20 13 + 14 - 71 - 152 sxiSt.h{ 13 
‘ 
£ 
. ce by oy IGS #° 5 - 2 + 6 + 1 + 8 - => ed - 14.1 
+f} = = = — — = = + 2 + 2 + 4 14.2 
i - 1 = ss = oe ad: =a =57 I - 4 - oe 14.3 
|= 16 + 9 - 10 + 50 - 15 + 35 + 186 + 56 - 59 $5930) ols 
i} 
| E 
- 80 - 29 - 52 - 55 - 4 £923 + 48 - 93 - 167 - 170 1 
- 16 + 14 - 5 + 48 - 8 + 35 + 193 + 54 - 58 + 245 
- 96 - 15 - 57 = 757 Se + 58 + 241 - 39 — 225 15 3 
317 + 45 - 44 - 128 + 112 + 49 - 83 - 211 - 110 - 249 G 
C+E+G 
+ 1 = = 4 — tes 2 ‘af hee me 1 
- a ar ae = Bs. a + 86 + 217 + 168 2 
= = = = = = = = 3 
= ee | | 4. et = 


2s: 
i Also includes balancing item representing unrecorded capital movements and errors and omissions. 
Preliminary estimate. 
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TABLE IV. Quarterly Estimates of the Canadian Balance of International Payments, 1963-65 


B. BETWEEN CANADA AND THE UNITED STATES 


1963 


Teel 


No, 
millions of dollars 
A Current receipts: 
1 Merchandise exports (adjusted) 889] 1,012] 1,034] 1,035 952| 1,128| 1,148] 1,168] 1,070] 1,271] 1,269) 1,389 
3 Gold production available for Export .........cesseeeeeseserere 41 38 36 39 33 41 36 35 35 34 35 34 
4 STTPAVEl! CXDCNAMUICS cesecscesscevecodetessceduescesecosaresuaasexsvesozerses 46 111 300 92 53 120 321 96 53 133 375 99 
5 Interest and dividends 36 38 34 47 50 41 42 57 41 52 42 69 
6 Freight and SHIPPING .....c1s.0.cccececscecssaveverexssorsasrosernsereness 59 Me 76 72 63 76 84 78 67 86 91 83 
iF Inheritances and immigrants’ fUNAS ......... ce ececeeeeeeereeeee 11 15 23 16 14 18 24 21 15 24 29 23 
11 All other current receipts 81 85 85 85 88 89 90 92 96 97 101 99 
12 Total current receipts 1,163} 1,371] 1,588] 1,386] 1,253] 1,513) 1,745} 1,547} 1,377) 1,697) 1,942) 1,790 
B Current payments: 
1 Merchandise imports (AdjuSted) ...........eceececererecereeesereee 1,030] 1,159} 1,084] 1,185] 1,231] 1,409} 1,230) 1,334] 1,376) 1,547] 1,422) 1,689 
4 TAVE INC KPCHGMRINGS) esse sdecevsctexssccorseasdubsoterarecavececencsererens 719 110 130 69 109 131 149 92 113 149 176 93 
5 THUCTESE AN CTOUVIG CHAS Pecsyecsanateenveeacccvepe oti ess oecesavesecers reer 158 170 147 252 192 188 182 288 200 219 192 308 
6 Preignt and ShippINe hs .cscitereseccrssueesocetetsteewssvassetcens sdvacers ial 97 108 102 76 106 112 105 86 119 122 115 
7 Inheritances and emigrants’ fUNdS ........... eee eeeseeeeeeresene 34 35 41 43 35 36 43 43 35 36 44 45 
9 OPMCTALEC ONEPLDUULONS i aartdstesretcevscersdedeversterecsonscsocursesesets — = = = i iz 2 - os = — a 
11 AMPother Current pay Menus eee cscsecvesscesscevsraceneveneveceonctes 139 145 138 144 151 150 148 153 156 157 156 163 
12 Total Current PayMentS oc. cc-s.sccccevcacececesessceseseseasceceusre 1,511| 1,716] 1,648) 1,795] 1,794] 2,020] 1,864] 2,015) 1,966) 2,227] 2,112] 2,413 
C Current account balance: 
1 MCFCHAMOIS, Wad Citar ttc crcccnccecncesevesececesors0récepesecsveceoacess - 141] - 147] -— 50] -— 150] -— 279] -— 281) — 82] -— 166} — 306) — 276) -— 153) — 306) 
2 Other transactions; Excluding BO) sectivecctetercveccosesexcustes = 207} - 198| -— 10} — 259| -— 262] -— 226) - 37) — 302] - 283] — 254) - 17) = 31m 
3 OP CTAal COND ULIONS Searervecevesvitutestess cinevsstetoctesuss ceoneescots — = = = => = or = = = = z 
4 TE OUI: Ce oeceee chee ease e oe cde ceeds cee odie Suan eedawsunatecavacscasveagters - 348] - 345] - 60] - 409] - 541/ - 507] - 119] - 468] - 589} - 530] - 170] - 623 
D Capital account: j 
Direct investment: 
Direct investrient in’ Canada <ascccccpssvesesessssssusescssessrs + 58/4 25/ + 63) + “74il + 63) + 29) 4 ST 4) 969)) S35 Si ews ese 101, 
2 Direct investment abroad - 14] - 4| — 9h =* 91 —© 9 6i = aol ee a7) == Roa ei: |e 
Canadian securities: 
oul Trade in outstanding bonds and debentures ............ 
3.2 Trade in outstanding common and_ preference 
SS LOCK Sie J retusa aastate avboascustyatton. vasteersaseten eaadeasreses es 
4 INGWiISSUCSED, scrasessverenast cane csavere veceresvacedbeUersvarinss extavsesese 
5 FUCHINGMICHIES Dates exacecexncectesrecs sevenecsvedstces@iueivecsvcersscasertrers 
Gey FHOLOLENUS CCULAGLC Sues, case. tvetecaqvease seceuece tetas creccaes ccivenanecats 
Loans and capital subscriptions by Government of 
Canada: 
9 EXC ANG C Sige CLC wees Arorctone ecocereserevectcer titan axa cageeatsostectaass 
10 FLCDAVINCNUS COLCANAGGS —.secicceccceccseotyedtconesasersussecsever 
11 GOINMDIa RIVER SETOALY Mute latest roicec one cateeice oot ceeendcterees 
13 Long-term capital transactions nie. ooo... ecesesecereseeeee 
Change in Canadian dollar holdings of foreigners: 
14.1 DODOSIUSER sey 4c cccere sore deese eee fi ceak sia he vactettcudecaisevie teste 
14.2 Government of Canada demand liabilities 0.0.0.0... 
14.3 GANA CIAMSUROASUNY MILLS mae rauycecaseeter dont teeanereecenenecartcttese 
17 OUNEI CaDIvelnINOWEMeENtS eareternrstec cise cer ererecdestereseetron: 
E Net capital movement (excluding monetary items shown 
below) in: 
1 IFOTR=CCLMCEOL MS (OMLECOUDUIS)) cecevessccrarascoeetevatecise Sere 
2 Short-term forms (D14 to D17) ...... : 
3 SOUAUS o iosectscareuissaacec soy acta cute: save rsucuvenbotovaidsssisiavensvoncaerace 
G Balance settled by exchange transfers .............-cc0000...... 
H-= 
C+E+G| Official monetary movements in the form of: 
1 Change in official holdings of gold and foreign ex- 
GIR SER re eecrecsear st eeee een eens he te ee 
2 Change in net International Monetary Fund position 
3 Other special international financial assistance ...... 


P Preliminary estimate. 


QUARTERLY STATISTICS OF THE CANADIAN 
BALANCE OF INTERNATIONAL PAYMENTS 


SECOND QUARTER 1964 - SECOND QUARTER 1966 


Dy, = 


QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1966 are preliminary and data for 1965 are subject to revision 


1964 1965 


oh: be IV r HAE 


millions of dollars 


Current receipts: 


1 Merchandise exportsi(adjmsted).ccntee eererees ar cceceecceeerecerenrens 29S Pe isp 228 1,826 2190 
3 Gold production available for CXPOrt 2... seeesesseeeeseeeeeeseereees 41 36 35 35 34 
4 Pravellex pen diture Suey oe sehr: tee hee cere ee tree sre tees 140 S\Sil ps?) 63 158 
5 INLELESE GIG GUVAGeMdS) ert were eee eee ee ee wee 60 54 ES 67 73 
6 Piretoht and shi poi oie ey ice oe ent ies ee 164 176 iLy/Al 143 172 
7 IMnheritances andummi grants fumGSoe een ciccce sacra eens 43 50 44 42 55 
11 Aother CUTFEMENTCCELDUS wccsccccasscacct pace ace taveceesavcocosseeteseeastey emeeteacs es 136 140 148 755 156 
12 Total. current receipes ocn3. css sass access nese eee 2aLoe 2,989 2,789 Ye 2,839 
B Current payments: 
1 Merchandise Imports (adjusted) .......i0.5..ccccsecceccessesnsesenssamsetusoaackes 2,047 1,827 1,968 1,865 2,216 
4 PP PAVEl CXC GLUT CS i iencee acs secaseesasatecesceuecen sae eauvaceccssee ster) toners 187 238 Sy 52 210 
S IMtebese ANG COLVIN GS.c.. ccc cerccesccsere ee ceaea teas cnansceretencs: eee peer os 219 219 333 240 252 
6 Ererent andcShippin ges. icss-cscse: fevversceece weet ete eee se ee es 17 AS 187 181 S55 198 
7 Inheritances andiemigrants” funds: fe. .2 eee eee ee 47 58 56 43 49 
9 OPECTA I CONEPIDULIONIS cco gates csvoccsnsteceesstoscecseerece de swsticcevotnemea econ 16 WO 19 23 20 
slat Aliother CUIreEnt PAVIMCRES. c.ccccc.isenctoeeeeeaenscoe stsaetensecee ere eoreamece soe 241 230 241 248 252 
12 otal.current, PAyMeNtS e202. ck ests icsteree eee spss sees eee 2,932 21k 23935 25726 3,199 
C Current account balance: 
1 Merchandisestrad Cpa .0 ek ae ees oo ee ok eee + 151 9355 + 160 - 39 - 2 
2 Other transactions ex clugine .519) eee ee eee eee: - 285 - 125 - 287 - 333 - 313 
3 OfficialgcontribUtlons: Seem enc ee, ee eee are nem ee - 16 - 22 - 19 - 23 - 20 
4 FC ba Lee ce rd ens ear ens heen EN cca er - 150 + 208 - 146 - 395 - 360 
D Capital account: 
Direct investment: 
1 Directinvestm entsne Canadas eee cme eee + 32 + 51 + 102 sy KO) + 126 
2 Directanvestmenttabrod desc. sess. see een hy nine eee - 58 + 6 - il - 44 - 
Canadian securities: 
ati Trade in outstanding bonds and debentures ......cccccceeseeeeee + 15 + 36 ae 2D + 4 ae AS. 
Bee Trade in outstanding common and preference stocks ........... ~ 9 - 5 - 40 =e QL - 83 
4 INICWIISSUES? mere a ace om ree merme |< Wm Oo i emir an ap Sap + 109 +531 +283 +320 
5 VGH TOM CES 4 eee ee ee tae en Seer) Nee ae Oe = ed aly/ - 60 - 95 - 68 - 178 
6,7,8 BIOTEISNESCCUTL LES Aen mys uy ce eee ae ee - 34 - 4 - 10 - 38 - 8 
Loans and capital subscriptions by Government of Canada: 
9 INGVEN OOS moO tC Sa Ane aout can pgs Sk cs tte rae (on On ely, See - - if ~ 8 - = 
10 Repayments tO Cangdasece. cso. teen ee ee + + 1 + + 5 + 
11 Columbia: River reatyanehas aoe eee ier eee - + 54 - - - 
13 Long-term capital transactions: n.i@s /..cc--.6sccscsecses cee cee = Pil + 25 - 21 + ii - 67 
Change in Canadian dollar holdings of foreigners: 
14.1 DODO SIGS eet arent ne eee an OAR at Sete es a oe Ne os 9 - 36 Bo Ss + 38 - 37 
14.2 Government of Canada demand liabilities 2.0.0... .cccccccccccccese - 3 - aS - il - 4 
14.3 Canadians reas ulveD Ulli ens cece eee een ee ee ee sp - 16 - 18 + -27 - 10 
1 Other capita smoviementsmes ee ete ee OO - 212 - 183 se ashal + 278 
E Net capital movement (excluding monetary items shown below) in 
1 Eonge-+en ome (Dita DIS) 5. eee el ee + 133 + 212 + 472 + 128 + 134 
2 Shart-temm forme (Did. to DUT) 28 are a - o> - 264 - 145 Te roo + 220 
3 otal ec ces ter Ae eh ee ae Feira ee A +218 - 52 sm Ag) + 323 + 36 


H = C+E| Official monetary movements in the form of: 


if Change in official holdings of gold and foreign exchange ... + 62 + 97 + 54 - 118 
2 Change in net International Monetary Fund poSition o.cecccscs.. + 6 + 59 + 127 + 46 
3 Other special international financial assistance ceecccccccccccccee-. = - = - 


Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A a ese trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 
B 1) the annual reports on ‘‘The Canadian Balance of International Payments’’. 


A ee item includes government transactions n.o.p., personal and institutional Temittances, miscellaneous income, 
B 11) insurance transactions, and business services, 


= Oa 


Note: Data for 1966 are preliminary and data for 1965 are subject to revision 


Annual totals 
otal: IV nt II 1963 1964 1965 


QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Four quarters 


ended 


June 30, 1966 


millions of dollars 


D 1,2 Exclusive of undistributed profits, 


D 17 This item includes mainly changes in private and chartered bank holdings of exchange, international money market 
transactions, loans, and changes in open account commercial indebtedness. It also includes the balancing item 
representing unrecorded capital movements and errors and omissions throughout the accounts. 


H 3 Aminus sign indicates a receipt by Canada. 


2,203 2,465 Pi ANG 2,586 7,082 8,238 8,745 9526 1 
35 34 34 29 154 145 138 132 3 
415 iba Lal 73 LH 609 662 747 776 4 
70 100 67 69 230 332 310 306 5 
181 IL 7/F/ 152 TS 563 644 673 685 6 
63 Syl 44 68 1 iSya 169 2 226 7 
159 170 164 iby 473 >)5)// 640 664 11 
3,186 3,108 2,746 3,275 9,262 10,747 11,464 12,315 12 
B 
2,102 2,442 2e213 2,606 6,579 7,537 8,627 9,368 1 
ZAVAL 146 180 240 585 ye 779 837 4 
230 349 258 261 860 1,010 1,071 1,098 5 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


THIRD QUARTER 1966 


High levels of exports in the third quarter contributed to an unusually large surplus from 
merchandise transactions. Although the deficit from non-merchandise was also larger, the current 
account surplus in the quarter, normally a period of strength, rose to $128 million compared with $36 
million a year earlier. Non-merchandise payments included greatly enlarged contributions of official 
_aid which also influenced the level of exports. 


After adjustment for seasonal factors, which are unfavourable in the second quarter but favour- 


able in the third, the current account deficit widened from $233 million to $256 million at quarterly 
| rates. 


Capital movements in long-term forms produced a typically sizable surplus, although recurring 
elements tended to be smaller than usual. There were large outflows of capital in short-term forms, 
and official monetary assets fell. 


: Disputes in the transportation industry in Canada and elsewhere, both in the third and preceding 
: quarters, influenced many of these items in a variety of ways. 
, 


Summary Statement 


a ee eee ee 


1965 1966 
1964 1965 et 
_—_*S ur Eaee aor See ee-e- epee cemeeeeee ee 
millions of dollars 
Mumeabenaisestrade balance ....<cs00.1.-.. += 701. +. 118 +161 .+ 23 - 2 4+.7 4331 
‘Deficit on non-merchandise transactions Shas: awl OT a 25 - 387 - 399 SSO) ES PAIS 
BGM CHACCOUNE D@lance i... ceiccccasceee - 424 = 083.) stae36 - 364 - 401 - 343 + 128 
Meerucalsmovementes (P) 10. sce ccc ue POCR! 787+ 1,240 + 190 + 366 + 262 + 226 - 213 
I OCCROULOLING occ ey cece asec cece es ce 20 4 f13- + 216 +232 + 4335 +198) + 221) 
SRC COTM LOLS Eigse cd sd oa we os seed oe - SS mete o> 2) wer 26 =) 1331 - 171 ap MSY SSA 
Change in official holdings of gold, 
_ foreign exchange, and net balance with 
International Monetary Fund .......... Te us6S imate 157) +9226 rs - 139 = dT ei- vy 82 
Wey) Excluding change in official exchange holdings. 


Current Transactions in the Nine Months 


At $616 million, Canada's deficit for the first three quarters of 1966 on transactions in 
current goods and services with other countries was $103 million or roughly 14 per cent lower than the 
total of $719 million for the same period of 1965. The nine month total for 1966 was considerably 
higher than the deficits of $278 million and $409 million for the first three quarters of 1964 and 
1963, respectively, but lower than in the immediately preceding years. The narrowing in the current 
account deficit in 1966 was wholly attributable to the expansion in the merchandise trade surplus, as 
the deficit on non-merchandise transactions widened. The favourable development resulted from an im- 
provement in Canada's current surplus with other countries which was over twice the magnitude of the 
combined deterioration in the balances with the United States and United Kingdom, 


The surplus on merchandise trade for the first three quarters of 1966 of $336 million was about 
3 1/2 times as large as $95 million for the same period of 1965. Merchandise exports (adjusted for 
balance of payments use) gained $1,203 million, or 19 per cent, from $6,280 million to $7,483 million. 
The expansion in merchandise imports was smaller: $962 million or 15 1/2 per cent from $6,185 million 
to $7,147 million in the nine months of 1966. Because of the adjustments being largely offsetting over 
the three quarters, the above estimates of trade adjusted on a payments basis were only slightly 
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. 

different from the cumulative totals published in the Trade of Canada. 


Summary of Current Transactions with the United States, United Kingdom and Other Countries 
1965 and 1966, and Changes Between the Periods 


rec et A A 
1965 1966 Change 1965 1966 Change 


<extarinesenuersstntnsnittimeia P ECACC  e e 
millions of dollars 


Third quarter Le COUN LE Lehane eee United States 
Merchandise exports (adjusted) ...........- De ers 2,685 + 422 1,269 psy! 9 + 273 
Merchandise imports (adjusted) ........- eters 202 2,354 + 252 eee2 2 055 + 211 
Balance on merchandise trade .....ccccccees + 161 + 331 + 170 LOS - 91 + 62 
Other current receiptS ...ccccccceccroscece 923 982 + 59 673 701 + 
Other current payments ..cccccccecccccccccs 1,048 1h HS) “eli 690 756 + 66 
Balance on non-merchandise transactions ... = 125) = 7X03) - 78 = hy - 55 - 38 
TOESEUVECELIUECO ore tect etter iocencsereceeee OU 3,667 + 481 1,942 25249 +7303 
Total payMENts .cccceccccccesccccoscscsseces 5}5, USO. 35539 + 389 Dr Abe 2,389 + 277 
GurrentvaccoOuntc balance) sicclcie «isles + s/c\s)s cle oleic + 36 + 128 + 92 - 170 = 246 + 24 
January to September 
Merchandise exports (adjusted) ......eseeee- 6,280 7,483 + 1,203 3,610 4,496 + 886 
Merchandise imports (adjusted) ....-...eee6 6,185 Wey + 962 4,345 Dill + 834 
Balancesonsmerchandise trade! .oececscccccs « + 95 + 336 + 241 = 35 - 683 + 52 
Oper current receipts... sG.e.c. + scuiesageas > ZeO Pig NOS} + ibsLy/ 1,406 1,463 + ~57 
GEhereGumre nite payment Sarstes </elste s¥e/<lele! sree ie¥etel es 2,890 Sigel + 255 1,960 Zl + 155 
Balance on non-merchandise transactions ... = Bild = 952 = 138 = Soy = 652 - 98 
ewe seb EEL Abo oOGoOCOuDOC DON OU DOOD OOOUS 823550 9,676 + 1,320 Se OMG 35959 + 943 
ICD AN MCTLES Mlctateletelale elelslers elelelelelelsie sist ietelete le 95075 HOm2Z 92 = 27 G505 Us SE: + 989 
Cuvrentseaccoun en pa lance vccmterceles ccleie eels cis - 719 = 6116 + 103 =) 28 9 ane Se) =) 6 
The Gaactee United Kingdom Other Countries 
Merchandise exports (adjusted) ...........- 309 304 - 5 685 839 + 154 
Merchandise imports (adjusted) .......... ate 154 £70 + 16 526 bol +725 
Balance on merchandise itrade ......6<6csese am aS + 134 = DA =e LSS) + 288 + 129 
eer CUCPeNnLWPOCOLPES 1, 's\ssis-c's's gale ee ees ase 107 106 - 1 143 175 $e 
DEREreCULT en Gn PAY MOTE Sanla.gienstasevgto's-arwre-wkeverousvevars 128 129 af w 230 300 ae (fl) 
Balance on non-merchandise transactions ... =) 2 = 5) = 2 = S/ = 15 a” Se 
OCA MeP OCG LUIS woes ae ales ahah 6 s'elsle Sinitiss sees 416 410 - 6 828 1,014 + 186 
EGEME DAVMENUS <550'y oc les ce as\e clo occ e's ss eo aie 282 299 + y/ 756 851 +2A95 
Current faCcCOUnt Dal ances wiv. aiceccciers ele ee cielo cme + 134 + 111 = 23 + 72 + 163 + 91 
January to September 
Merchandise exports (adjusted) ......ccccee 872 861 - 11 1,798 25420 + 328 
Merchandise imports (adjusted) ............ 451 475 + 24 1,389 1,493 + 104 
Balancer on merchandise trade ec.ecee eee: + 421 + 386 = BN, + 409 “632 + 224 
Ochercourrent: receipta veer ou aes e eee ee. fe 280 279 - 1 390 451 + 61 
PEMENSCHETONL PaVMGNES . i. cos sca oe nde ad awie 320 Bo = 92 610 698 + 88 
Balance on non-merchandise transactions ... - 40 = = 13 = 220 = 247 ~ ZT 
TOLOCOSOCEIDES Secs cas cet s Soe b eee eee inoue T5152 1,140 = Wee 2,188 Le Ba Dh + 389 = 
Total payments eeeoeeeeoeeoeeee eee eeseeereesecee yk 807 + 36 1,999 ee EOE + 192 
parrent- account balance. 22:22 3222 205% oe + 381 + 333 = 48 + 189 + 386 $1197 


| Of the rise in merchandise exports of $1,203 million, about $215 million, or 18 per cent, was 
ittributable alone to shipments of wheat. Increases in excess of $150 million arose from the Russian 
iccount; and shipments to Mainland China and to India (under the bilateral food aid programme) were 
-arger, respectively, by roughly $64 million and $48 million. Shipments to Japan were about $10 million 
iigher in the nine months of 1966. Decreases in wheat exports to certain other Eastern European 
sountries exceeded $30 million and to other OECD countries in Europe amounted to about $10 million. 


| An increase of a further $350 million, approximately, originated in exports of motor vehicles 
‘had parts. Substantial gains of roughly $200 million took place in shipments of non-ferrous metals 
‘notably copper) and non-metallic minerals including crude petroleum and asbestos. Exports of pulp, 
vewsprint and paper products were about $100 million larger in the nine months of 1966, with newsprint 
.ccounting for almost three-quarters of this gain. Deliveries of a variety of other commodities in the 
‘ood group (meat, wheat flour, and whisky), machinery and equipment, fertilizers, aircraft parts and 
‘irearms increased less substantially. Shipments, on the other hand, of iron ores, uranium, softwood 
umber and aircraft were down in varying degrees, 


On the basis of incomplete detailed tabulation of commodity details, in the neighbourhood of 

0 per cent of the rise of $962 million in the imports was ascribable to manufactured commodities. Of 
his increase, transportation and communication equipment accounted for well over $300 million, with 
wotor vehicles and parts accounting for a preponderant share of this rise. Imports of machinery in- 
reased well over $150 million. The balance of the addition was distributed over a wide range of com- 
odities: communication equipment, electronic computers, scientific instruments, office equipment, coal, 
abrics, plastics and chemicals, non-ferrous alloys, foodstuff and other consumer goods. Decreases were 
ecorded in imports of iron ores and scrap, fabricated steel materials, and crude petroleum, 


The average price of commodity imports was about 1 1/2 per cent higher in the three quarters of 
966, but the average export prices were well over 3 1/2 per cent higher. Increases were larger in each 
f the quarters, with the rise exceeding 4 per cent in the September quarter, 


Major Items in the Balance on Non-Merchandise Transactions 


| 
aaa 
First nine months Chance 
1964 1965 1966 pa Ee DS 


millions of dollars 


old production available for export ........... + 210 + 104 +) 93 


=e 
eee ene tiresr ALi he OAL a6 ls sete 03485 ho Ss on A) + 3 - 35 - 38 
Smreerrendidividends, oct ik ok oS bb ba Seb ee - 496 =9 51:2 - 579 - 67 
Meee ceand shippinie: ic. 0. ste ofs'b sin ele’ mistoistehets oo - 25 - 61 - 60 + 1 
aheritances and migrants' funds .......ceccoce - 20 + 7 + 54 + 47 
fficial contributions Siehsteveneboistent (oucloteree flsais chiles > 3510) - 74 - 134 - 60 
ll other current transactions aieketatetstele le sfehets -olete > = Shs) - 281 - 291 - 10 
alance on non-merchandise transactions 55 WANS CSE - 819 - 814 - 952 - 138 


Rise in Deficit on Services and Other Non-merchandise Transactions 
on ervices and Other Non-merchandise Transactions 


The deficit on non-merchandise transactions widened by $138 million, or 17 per cent, to $952 
tllion in the first three quarters of 1966. Except for a substantial improvement of $47 million in 

re net receipts of migrants' funds and inheritances, the balances for other "invisible" items deterior- 
ced in varying degrees. The most notable changes were an increase of $67 million in the net payments 

f interest and dividends, a rise of $60 million in Canada's official contributions and a change of $38 
tllion from a small surplus on travel account to a deficit of $35 million. 


Over four-fifths of the $38 million rise in the travel deficit occurred in transactions with the 
uited States. Canada's surplus with this country contracted 25 per cent from $123 million to $92 
(llion in the nine months of 1966. Both the receipts and payments reached record high levels for the 
(rst three quarters of $612 million and $520 million, respectively, but the increase of $82 million in 
l€ payments exceeded that of $51 million for the receipts from United States visitors. Similarly in 
vavel transactions with overseas countries, the gain in receipts from $75 million to $90 million was 
naller than the increase in Canadian travel expenditures overseas from $195 million to $217 million in 
ae nine months of 1966. 


On 


Travel Expenditures Net payments of interest and dividends rose 
by $67 million or 13 per cent to $579 million in 


the first nine months of 1966. Receipts of interest 


AS Le ie Change and dividends, at $184 million, were $26 million 
in 1966 lower and reflected a reduction in dividend receipts 
1964 1965 eG to a more normal level following unusually large 
millions of dollars receipts from direct investment during the corre- 
sponding period of 1965. Interest and dividend 
United States: payments expanded by $42 million to $763 million. 
Receipts ... 494 561 Gil ar Sl This increase, which was limited to payments of 
Payments ... 389 438 520 + §82 interest, was mainly attributable to large sales 
Balancee< <8 105 + 1235 OZ. - 31 of new corporate and provincial bonds to non- 
residents in earlier quarters. Almost 61 per cent 
Overseas: of the total deficit on non-merchandise transactions 
Receipts ... 56 75 90 + 15 for the first nine months of 1966 was attributable 
Payments ... 186 95 DG ae RR to interest and dividends. 
Balance aews =. L30.-0120 8 =127 - if 
Official contributions of $134 million in the 
All countries: nine months of 1966 exceeded the comparable total 
Receipts ... 55 0m O30 702 4+ 66 of $74 million in the corresponding period of 1965 
Payments ... 7s 633 137% «#:104 by $60 million, or over 80 per cent. The largest 
Balance .... Sr2o8 S73 - 35 - 38 part of the increase occurred in the third quarter 


when Canada's foreign aid in goods and services 

amounted to $87 million. Nearly $60 million of 

this total represented shipments of wheat and a 
Interest and Dividends: Payments further $13 million cash contributions under the 
multilateral aid programmes. At $93 million, gold 
production available for export was $11 million 


Period Total puter cota Us tecucs lower than the value of $104 million for the first 
millions of dollars three quarters of 1965. Net payments on other 
government transactions, personal and institutional 
BGGRissescces LSULO a 675 remittances, and business services were moderately 
P9O0 sates se OTL Sz: 699 higher. With about the same increase in receipts 
from $496 million to $518 million and in payments ~ 
L964. GIGS: 5. 239 13 166 from $557 million to $578 million, the deficit on 
ie) a5 6 219 94 Les freight and shipping services narrowed by $1 million 
iE O) nae 219 3h 148 to $60 million. These estimates were influenced 
WW O) Gace 333 DT 236 by work stoppages in the transportation industry 
both in Canada and in the United Kingdom during 
1965 if @) ¢ 240 77 163 this period. Net receipts of migrants’ funds and 
oD O Nevers 252 108 144 inheritances expanded $47 million to $54 million, 
1 8 ee 230 78 £52 as immigration in the three quarters of 1966 of 
LV “On. 349 109 240 over 144,500 persons was a third higher than some 
108,400 persons in the first nine months of 1965. 
1966 IO KOy "A oe 258 om 167 At the same time, Canadian emigration to the United 
ra Ose. 263 118 145 States was sharply lower, particularly in the 
abit 1) Bae 242 95 147 earlier part of 1966. 


Current Transactions in the Third Quarter (Seasonally adjusted) 


From a low level in the first quarter of 1966, Canada's current account deficit, after allowance 
for seasonal variations, continued to widen in the third quarter. This estimate of $256 million, 
seasonally adjusted at quarterly rates, compared with that of $233 million for the second quarter. The 
total of current receipts for goods and services rose over 4 1/2 per cent from $3,192 million to $3,341 
million in the third quarter, while total imports increased 5 per cent from $3,425 million to $3,597 
million. The enlargement in the deficit in the second quarter resulted from a reduction in the trade 
surplus, The expansion in the third quarter arose entirely from non-merchandise transactions, as the 
export surplus of $131 million regained thelevel of the first quarter. Between the two most recent 
quarters, merchandise exports gained over 5 per cent from $2,472 million to $2,606 miilion. Merchandise 
imports increased more than 3 per cent from $2,395 million to $2,475 million. 


Exports and Imports of Goods and Services 


(Seasonally adjusted at quarterly rates) 


a Sec a a 


Goods Services Total Current 
— SS otal pay account 
Exports Imports Balance Receipts (1) patie Balance’. cP ments balance 


ments (2 
millions of dollars 


ICG (FP. 99071 | 8) 26:2 | he 45 666 OSG. (Oe S71 LP A062... mee d95 
Mt OP. 2 138°" P2077 161 680 Ooty = tea ew 2. 818. 5.058 =) ado 
eerie, 97 203 -) Press 64. (20 705 O02 = = 6297 | 2.908. 3.165 9a ees 

GO Me eas h* } 367 Jj bigg 668 PCO hie 333 13 OU). 3, 56%—- ase 
emer, Foe 75 Pak gen Ge 4 eg 2-719 35920) Wim, 200) 11464" 12,5470. 11083 
Mee OY) 22 (514. 2,382 se 132 707 Pr O2te ee Ale © 939221. — Sioa Bee 
et, SPMD BBO 4 77 720 SO Wea SLOSS CNGIF - 65 495.) oS 
meee, 2 2 606" Coase | 137 735 E222 PRS SB RE US One «53, 597. «=, 2956 


(Q) Including immigrants' funds and inheritances, by quarters in 1965: 52, Des Se Zhe! 5ysh. 


(2) Including emigrants' funds and inheritances: Posh Ol aes and 53-7 


Labour disputes in the transportation industry during the nine months of 1966 in Canada and in 
the United Kingdom affected particularly the trade flows and the freight and shipping transactions. 

The sharp rise in the non-merchandise deficit from $310 million to $387 million in the third 
quarter originated mainly from large shipments of wheat and other food commodities under the inter- 
aational food aid programmes. These shipments contributed at the same time to the third quarter gain 
in merchandise exports. Wheat deliveries to India alone approached $60 million and much smaller amounts 
»£ wheat flour were sent to Ghana and the UNRWA. 


) Larger net payments of interest, dividends and travel expenditures together accounted for a 
further $29 million of the expansion in the deficit on "invisibles". 
Non-merchandise Transactions in 1966 


(Seasonally adjusted at quarterly rates) 
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rold production available for export .. 35 28 30 ~ - ~ are Sa) ake 30 
MON EHOLEULES ea se egiceccee ses 202) 210° ‘271 216 223 234 - 14 - 13 23 
Mepeeeueand dividends 2.05.6. 79 81 65 27 282 285 - 198 - 201 ~- 220 
Meerieend slilpping: 20. .tk cere ek eee 176 EZ jb ge 196 196 197 — 20) ie 2 PES 
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Yansactions by Areas 


Canada's deficit with the United States on current transactions widened $46 million or 3 1/2 per 
ent from $1,289 million in the first three quarters of 1965 to $1,335 million in the same period of 
966, and this change was attributable wholly to non-merchandise transactions. The decline of 12 ¥/2 
€r cent in the current surplus with the United Kingdom from $381 million to $333 million arose from 
oth merchandise and non-merchandise transactions. Canada's current surplus with other countries roughly 


ae 


doubled from $189 million to $386 million in the nine months of 1966, with the gain originating entirely 
from merchandise trade. With the current surplus narrowing with other countries in the sterling area 

and with the current deficit improving only moderately with other OECD countries in Europe, most of the 
sharp increase in the surplus with the whole group took place in Canada's current transactions with the 


remaining countries. 


Quarterly Current Account Balances Total receipts from the United States 
for the exports of goods and services rose 


nearly 19 per cent from $5,016 million to 


ay ee eae yo $5,959 million. Total payments at the same 
millions of dollars time increased from $6,305 million to $7,294 
United States: million, or by over 15 1/2 per cent. With 
DIO“: eles) stalkers, ole neal =—5O0pr =1119) -ehb8 = 1 G35 merchandise exports advancing $886 million, 
WISE SECS SOS —C50 91 een SSO ane (Oe =nO2or oe Lele or 24 1/2 per cent, to $4,496 million as com- 
Whale SGs6 coe - - 599 - 590 - 146 pared with an increase of $834 million, or 19 
per cent, in merchandise imports, the trade 
United Kingdom: deficit narrowed from $735 million to $683 
ee A eamc BOO + 87 +149 +156 +213 + £605 million in the three quarters of 1966. In- 
WIESY Goes oo.cne =a O.6 eater oem 163 Cet lle 229) et nO) creases in commodity trade were concentrated 
MOG Oe ne tererste - Sp (lov ce lis; sg silk on industrial materials and manufactured 
goods (notably motor vehicles and parts). 
Other countries: The increase of $98 million in net payments 
WI Eg acoumos a 118. 24 208: FLT. 4s 109. 606 to the United States on non-merchandise trans- 
HOO Sire relepeus ietse's + 88 + 29 + 72 +130 + SMLe) actions from $554 million to $652 million was 
NSN) So6ASoone + 94 + 129 + 163 distributed over a number of items. Interest 


and dividends accounted for 45 per cent of 
the deterioration, travel expenditures another 
$31 million, government transactions (in- 
cluding payments of service charges for the construction of military aircraft) well over $20 million and 
the value of gold production available for export $11 million. Other items including freight and 
shipping services, miscellaneous income and personal remittances contributed smaller amounts. An 
important exception was migrants' funds and inheritances, whose deficit narrowed considerably as a 
result of the reduction in the number of Canadians going to the United States for permanent residence. 


The 12 1/2 per cent contraction in the current surplus with the United Kingdom arose as a result 
of a small decline in total receipts from $1,152 million to $1,140 million and a slightly larger in- 
crease in total payments from $771 million to $807 million. Similar changes were reflected in merchan- 
dise trade, with the exports totalling $872 million and $861 million respectively in the nine months of 
1965 and 1966, and the imports amounting to $451 million and $475 million, respectively. Most of the 
import rise occurred in manufactured goods. Interest and dividends contributed most to the increase in 
net service payments, while migrants' funds and inheritances provided the principal offset. 


The doubling of the current surplus with other countries to $386 million resulted from a rise 
of $389 million in total receipts from $2,188 million to $2,577 million, offset in part by an increase 
in total payments of $192 million from $1,999 million to $2,191 million. About 95 per cent of the 
export advance from $1,798 million to $2,126 million occurred in shipments to other countries outside 
the sterling area. Enlarged shipments of wheat accounted for about two-thirds of the increased exports 
to other countries as a whole. The smaller rise in imports from $1,389 million to $1,493 million was 
distributed over the three component areas, and manufactured goods appeared to be the most important 
contributor, The sharp rise in official contributions to the countries in the sterling area in par- 
ticular and to the remaining countries outside of the OECD group largely accounted for the expansion in 
the non-merchandise deficit from $220 million to $247 million in the nine months of 1966. 


Canada's current account deficit with the United States in the third quarter of 1966 (excluding 
gold production available for export, which is conventionally attributed to the United States account) 
was $176 million. Capital movements in long-term forms between the two countries produced an inflow of 
$300 million, while there were net outflows of $438 million from transactions in short-term forms (apart 
from changes in official holdings of gold and United States dollars). In sum, these transactions with 
the United States gave rise to net payments by Canada of $314 million. This figure followed $364 million 
in the second quarter and $95 million in the first quarter, when there was an unusually large reduction 
of $153 million in net undelivered new issues of Canadian bonds. The nine-month total of these payments, 
aggregating $773 million was below the extraordinarily high levels prevailing a year earlier, but was 
nevertheless higher than for many earlier periods and indicated a continuation of the contribution of 
transactions with Canada to the strength of the balance of payments position of the United States. 


Financing of Canada's Bilateral Account with the United States 
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1) Excluding gold production available for export and changes in official monetary assets, shown with 

financing. 

2) There is a discontinuity at the end of 1963 in the allocation bilaterally of capital movements in 
short-term forms, implying accumulated earlier net overstatements of inflows from the United States 
and corresponding net understatements of inflows from the rest of the world of the order of $200 
million. 


With the United Kingdom and other overseas countries the pattern of imbalance resumed its com- 


lementary role to that with the United States. The net current surplus of $274 million was offset only 
o the extent of $75 million by outward capital movements, an outflow in long-term forms of $79 million 
nd an inflow of $4 million in short-term forms. These net receipts of $199 million in the third 

uarter followed $218 million in the second quarter and an unusual payments balance of $78 million in 

he first quarter, when there were exceptionally large withdrawals from the Canadian banking system of 
oreign currency deposits by overseas customers. 


The net payments imbalance from these groups of transactions amounting to $115 million was 
inanced by a net reduction of $85 million in official holdings of gold, foreign exchange, and IMF 
alance, and by Canadian gold production of $30 million. 


Included in the bilateral movements described above were the effects of the international foreign 
urrency operations of the Canadian banking system. Net spot holdings of foreign currency assets by the 
hartered banks rose $52 million (on a transactions basis) during the quarter. Claims on residents of 
he United States rose by $165 million, while liabilities to them fell by $78 million. With overseas 
ountries assets fell by $42 million and liabilities by $70 million. Foreign currency claims on 
anadians fell by $11 million and liabilities to Canadians rose $208 million. Thus the increase of $52 
illion in net foreign currency assets of the banks reflected declines of $219 million with residents 
f Canada and increases of $243 million and $28 million in net assets with residents of the United States 
ad of overseas countries respectively. 


AO 


Abstracting the net outward movement of $271 million with non-residents by or through the 
Canadian banking system, all other capital movements in the third quarter produced $58 million made up 
of $105 million from the United States reduced by an outflow of $47 million to overseas countries. 


Over the first nine months of 1966 changes in the foreign exchange position of the Canadian 
banks and of their Canadian customers led to net capital outflows aggregating $383 million representing 
a partial reversal of the net inflows in these forms aggregating $426 million in the year 1965. The 
1966 movements included $218 million to the United States, largely occurring in the third quarter, and 
$165 million to overseas countries which largely occurred in’ thes£firse = quaccer. 


Capital Movements 
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1965 1966 


Summary 1964 =o ——————S 
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millions of dollars 


Capital movements in long-term forms .... + 820 Se 7 See LO + 230 + 433 + 198... Fazee 
Capital movements in short-term forms ... a3 eee 52 fe =O a ih he - 171 + 28 = 434 
Balance on goods and services ...cccecses - 424 - 1,083 + 36 - 364 - 401 - 343. + 128 
Change in official holdings of gold, 
foreign exchange, and net balance with 
the International Monetary Fund ....... +2305 fone L579) +8220 + 2 See ae) ~ 117. <3 


There was a net capital outflow from Canada in the third quarter of 1966. This arose from 
changes in private and banking holdings of exchange and from other short-term movements. Movements in 
long-term forms produced a net inflow of $221 million, up moderately from the figure of $198 million in 
the second quarter of 1966, and roughly comparable to the balance of $216 million a year earlier. These 
inward movements in the third quarter of 1966 were dominated by a major transaction in the private sector 
which involved offsetting outflows in short-term account. Contributing to the inflows was a net re- 
duction of $78 million in undelivered new issues of Canadian bonds sold to residents of the United 
States. As in earlier quarters of the year there were outflows in long-term forms arising from official 
transactions associated with the understanding in respect of an appropriate level of Canadian reserves. 
The unusually strong current account balance in the third quarter, normally one of seasonal strength, 
has already been noted. Completing this summary statement, Canada's official holdings of gold and 
foreign exchange, together with the net balance with the International Monetary Fund, fell by $85 4 
million. 


Capital Movements in Long-Term Forms Direct Investment 
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Period Crewe timing of security 
offerings 


miiiions of dollars 


The net capital inflow for direct investment 
in foreign-controlled enterprises in Canada fell to 
$130 million in the third quarter of 1966 from the 
unusually high level recorded in the previous 


fe eee + 637 oe: period when special transactions contributed sig- 
Ct + 820 + 749 nificantly to the total. Almost 90 per cent of the 
VOg8 Mee hee + 713 +972 inflow came from the United States. Industrial 
groups which received the bulk of this inflow were 
VeEh VIG pols - 33 petroleum and natural gas, manufacturing and mining. 
re eee + 133 + 88 There were a number of transactions associated with 
an i + 212 + 401 the acquisition of Canadian firms by non-residents 
IVQ. + 472 + 293 and conversely with the repatriation of foreign- 
owned Canadian enterprises. However these trans- 
1965 a... + 128 + 209 actions were individually, relatively small and 
hig ee + 134 +105 collectively tended to balance each other out. 
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rvo?: + 235 + 327 The normal pattern of flows in connection with 
Canadian direct investment abroad was reversed with 
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Yansaction are included in items covering short-term capital movements). The balance of the remaining 


ransactions produced a capital outflow principally to the United States, the United Kingdom and Common- 
ealth countries. 


ecurity Transactions 


Transactions in portfolio securities between Canada and other countries during the third quarter 
f£ 1966 resulted in a net capital inflow of $39 million, somewhat less than the inflow of $50 million 
egistered in the second quarter. Net sales of Canadian issues during the quarter fell by $25 million 
o $115 million while net purchases of foreign securities declined to $76 million from $90 million in 
he second quarter. (It should be noted that these figures do include purchases in the third quarter 
y the Government of Canada from United States residents of some $25 million of United States dollar 
2curities issued by the International Bank for Reconstruction and Development). 


New Issues of Canadian Bonds Sold to The value of new Canadian issues sold to non- 
United States Residents residents declined during the third quarter to $288 
| million. Sales of new municipal issues fell sharply 
Period Offer- De- Un- from $57 million in the previous quarter to a low 
| ings liveries delivered(1) $5 million while sales of new provincial issues 

millions of dollars contracted by $75 million to $94 million. In con- 
| trast, sales of new bonds issued by corporations 
MIs oc 4s o0 sso 957 1,028 oy! rose by $56 million to $175 million. Total offer- 
eae geaigegs 1,408 1,149 310 ings of new issues of Canadian bonds and debentures 
to residents of the United States dropped to $195 
mew o'r Q ..: 344 263 132 million. Transactions in outstanding Canadian 
PETE OM ee: 6 282 311 103 securities during the quarter gave rise to a net 
Ly i eg @ pao 399 284 218 capital outflow of $83 million. Net repurchases of 
LUNA OA 383 291 310 foreign-held common and preference stocks at $33 
| million were somewhat lower than in the second 
fe tO. 55 365 SLs 157 quarter but the net outflow for the repatriation of 
| a. xvas 384 348 193 outstanding bonds and debentures doubled to $50 
| MOTTO eee 195 Dis LS million, as a result of a $25 million increase in 
net repurchases of Government of Canada direct 
) At end of period. issues. Retirements of Canadian securities, at $90 


| million, returned to a more normal level following 

the large outflow of $152 million in the second 
arter. Retirements of direct issues of the Government of Canada totalled $50 million and included an 
ount of $31 million (expressed in United States funds) repurchased by the Government of Canada ina 
rther special transaction associated with the adjustment of Canada's exchange reserve position. This 
llows similar transactions in January and June involving repurchases of some $40 million and $69 
llion respectively. 


Detail of Transactions in Foreign Securities The net capital outflow from transactions in 
foreign securities during the third quarter fell 
1965 1966 to $76 million. Net purchases of outstanding 
“ee ehares States pa nae RASC BRED SS Ae cORer tame 
to be a major feature of trading, and produced a 
ee en ee tO IIT Q net capital outflow of $50 million. The special 
millions of dollars purchase of IBRD bonds was also significant, con- 
Outstanding tributing $25 million to the outflow. Purchases of 
issues ., =a LS aa 5 - 46 - 89 - 74(1) foreign new issues led to an outflow of $5 million 
while retirements gave rise to an inflow of, $3 
New issues St aA 2) a ee million. 
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Other Capital Flows in Long-term Forms 


aotals... ee ee ef0 om 90. = 76 
Disbursements by the Government of Canada 
| Includes purchases by the Government of Canada under intergovernmental loan programmes and for 
from United States residents of some $25 subscription payments to international investment 
million of outstanding bonds issued by the institutions aggregated $9 million in the third 
International Bank for Reconstruction and quarter of 1966, following amounts of $6 million 
Development. and $3 million in the first and second quarters 


€: A minus sign indicates an outflow of capital respectively. The third quarter figure includes 
from Canada. about $2 million drawn by sterling area countries 


AS We es 


on the programme of soft loans described in an earlier report. Drawings during the first nine months by 
Ceylon, India, Nigeria, Pakistan and Trinidad have totalled $9 million. These relatively modest outflows 


represent the early stages of an extensive and important part of Canada's future programme of external 


aid. 


The third quarter also saw payments by Canada of about $7 million by way of subscriptions to 
international investment agencies. Some $4.5 million of this reflected payments in connection with the 
increase in Canada's subscription to shares of the International Bank for Reconstruction and Development, 
Canada's subscription, expressed in terms of United States dollars, is now $792 million, having been 
increased from $750 million, and now represents 3.50 per cent of the total share subscription, the sixth 
largest holding. The additional subscription involved payments in the third quarter of $420 thousand in 
United States funds and the Canadian dollar equivalent of $3,780 thousand in non-negotiable non-interest 
bearing demand notes; the remaining amount of the additional subscription, equivalent to $37,800 thousand 
is subject to call to meet obligations of the Bank. In the third quarter there were also payments 
aggregating $2.7 million representing part of Canada's subscription to the newly-established Asian 
Development Bank. (The Canadian dollar portions of the payments made to these two international organi- 
zations involve an increase in the Canadian dollar liabilities of the government of Canada which is 
reflected in item D 14.2 of the capital account.) 


Detail of Long-Term Capital Transactions n.i.e. 


Item D13 
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Year and quarter <7) RA hoon a com- Other Total 
Advances Pe Net panies (2) 
ments 
millions of dollars 
1963 ee o eeece eoeereeere ec eeese eeoeee - 107 oF 35 s WP + 11 ae WS + 14 
OES eae IE wp AMOR SEOGLK SO OGOuaniosds = Oe) ap LS) - 164 - 6 + 116 - 54 
St teres eats ate er : SS = "202 + 65 - 187 cae) + 54 - 136 
1964 EQ ee ee ° eevee eoeee eereeee ae 38 oi i aa suit + 4 fs 10 =. 37 
IGG Oh vgs ee ee eeee eeoee eereoe ° ba! ie = 2S = 5 + 6 + 25 =, PAA, 
Pte O e ° eoosee eeeeve eeoe ee ° - 123 Gr Ta re 46 melee + 85 + ZS 
1 CO) soosecos seers vevvvevescvecce - 85 SO =D - 2 + 16 = 2 
1965 1G (6) eeoeeeeerene eeeereeeo eee veeoe eee zs 59 Ge My = 42 = il ar 50 oF 7 
1G AG, ° eoeorece e@oeceereevesreee eeee bez 74 tr iS = 61 | 6 + 5) = 62 
ELI Qin <n s sess we ccescccccsccce - 76 + 22 - 54 + 4 =} 2 - “52 
INP Oy a eoevee oer eceeee oe ee ee ee — 43 af 13) — 30 a l * 29 
1966 1 @) gqoses Slee) ce wlelolete (slul ots) e/0) cieiaiiekens - 45 se BAL - 24 - - 6 - 30 
Jia 10) eeereeve e@rererereeeeoeeere es ere ee e 4 5) ce Tek =| 16 a 4 —- 2. ain 14 
HIME O) sag < ole lelelsielelele rele oferel ofeieleiciele ° - 79 coer Y] =e <4 53 iS - 30 


(1) Export credits from Canada directly or indirectly at risk of the Government of Canada. 
(2) Finance company borrowing not included in items Dl, 3, 4, Dye a sUylrnS) one Ist. 


In the opposite direction, principal repayments of $1 million on earlier inter-governmental 
loans were small. 


Turning now to capital flows during the third quarter associated with the financing of exports 
directly or indirectly at the risk of the Government of Canada, the normal pattern was re-established 
with a net outflow of $32 million. In the second quarter accelerated repayments under old contracts 
with United States residents and substantial maturities in connection with wheat sales to Sino-Soviet 
countries were prominent among receipts and contributed to net inflows of $16 million, while in the 
first quarter there were net outflows of $24 million. Advances and repayments in the third quarter were 
both large and were, as might be expected, associated to a considerable extent with the financing of E 
wheat sales to Sino-Soviet countries. While the financing of other commodities aggregated more than $40 


million in the first nine months of the year, repayments were also large and the net credits of some $40 
million provided during this period can all be attributed to wheat, 


. 
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All other transactions in long-term forms were large and included substantial amounts of bank 
loans but they were largely offsetting and the net movement represented an inflow of only $2 million. 


} 
1 


capital Movements in Short-Term Forms 


j Capital movements in short-term forms led to a net outflow of $434 million in the third quarter 
compared with an inflow of $28 million in the previous quarter. On balance this outflow went to the 


IJnited States as there was an inflow from the United Kingdom equal in magnitude to the outflow recorded 
to other countries. 


Non-resident holdings of Canadian dollars rose by $27 million in the period under review, a 
swing of $36 million from the second quarter's $9 million decrease. The inflow was accounted for pri- 
narily by an increase in foreign holdings of Canadian dollar deposits. Smaller increases were also 
cecorded for non-resident holdings of Government of Canada demand liabilities and treasury bills. 

As indicated in the supplementary statement covering "Other Capital Movements", for the fifth 
successive quarter there was a net outflow to increase Canadian holdings of bank balances and other 
short-term funds abroad (excluding official reserves). The net outflow increased sharply to $296 million 
ln the third quarter. Among significant factors was a further rise in Canadian holdings of swapped 
leposits with Canadian banks (funds converted into a foreign currency, usually United States dollars, 
which have been placed on term deposit with a bank and which the bank has undertaken through a forward 
sontract to convert back into Canadian dollars at maturity). There were also temporary increases in 
1oldings representing the employment of some capital receipts. 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 
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7.1 Bank balances and other short-term funds 
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1) Includes changes in loans and accounts receivable and payable, and also balancing item representing 
difference between direct measurements of current and capital accounts. 


The net outflow from transactions in Canadian finance company paper (including that of the 
inancing subsidiaries of manufacturing and retail enterprises) increased sharply to $60 million in the 
hird quarter. However, increased holdings by non-residents of other finance company obligations of 
hort-term nature (which include borrowings from foreign banks and advances from parent companies) 
esulted in a net inflow of $32 million. Additional finance company transactions which are not iden- 
ified separately are included with capital movements in long-term forms, notably in new issues and 
etirements of securities. The total of all international capital transactions of these companies led 
Oo a net inflow of $110 million in the first quarter of 1966 and net outflows of $10 million and $15 
illion in the second and third quarters. 


International transactions in Canadian commercial paper (including bankers' acceptances) and 
ther short-term paper (including notes of banks, mortgage loan companies and municipal and provincial 
overnments) produced a net inflow of $10 million. All other transactions, such as changes in loans 
nd accounts receivable and payable led to a net outflow of $147 million following an inflow of $69 
illion in the second quarter. There are some grounds for believing that both underlying and statistical 


ffects of strikes in producing and transportation industries in these periods may have influenced this 
aBeern. 
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Official Holdings of Gold and Foreign Exchange and Canada's Balance with the IMF 


Official holdings of gold and foreign exchange were reduced again during the third quarter of 
1966, but there was some increase in Canada's balance with the International Monetary Fund, so that 
Canada's net international monetary assets in these forms fell on balance by $85 million, following a 


decline of $256 million in the first half of the year. 


The decrease in official holdings of gold and United States dollars during the quarter amounted 
to $105 million, expressed in Canadian funds, while corresponding holdings of sterling, which are con- 
fined to working balances, were little changed. Official holdings of gold and United States dollars 
expressed in terms of United States funds, amounted to $2,244 million at September 30, 1966, $421 million 
lower than at the beginning of the year. Declines occurred in each month. During each of the months of 
January, February, June and July the Exchange Fund Account sold $50 million of gold. These transactions 
increased modestly the international liquidity situation but did not in themselves affect the total 
level of Canada's official holdings of gold and foreign exchange. 


Canada's so-called "gold tranche position" with the IMF, together with loans made under the 
General Arrangements to Borrow, amounted to $457.0 million, expressed in United States funds, at the end 
of the quarter, having increased by $18.7 million during the third quarter and $84.9 million during the 
first half of the year. The total represents the net resources made available by Canada to the IMF and 
may be drawn by Canada virtually automatically on statement of balance of payments need, although Canada 
would then be under an obligation to restore the figure to 25 per cent of its quota which is currently 
$740 million, i.e. to $185 million. 


Accounting entirely for the third quarter increase were net drawings of Canadian dollars by other 
countries, made up of drawings by them aggregating the equivalent of $153.3 million in United States 
funds, and repurchases by them of their own currencies with Canadian currency equivalent to $134.6 
million in United States funds. In the first half of the year drawings aggregated $259.8 million and 
repurchases were equivalent to $222.4 million, a net amount of $37.4 million. Prominent among the totals 
in each quarter were drawings by the United States. As described in earlier reports, these Canadian 
dollars are resold by the United States to other countries wishing to make repayments to the IMF. 
Insofar as Canada is concerned, therefore, they are largely technical having no lasting effect on 
Canada's balance of payments since the repayments of Canadian dollars to the IMF by other countries off- 
set the drawings of Canadian dollars from it by the United States. 


A second factor in the change in Canada's balance with the IMF in the first half of the year 
arose from the increase in Canada's quota, which gave rise to the payment by Canada in gold to the IMF 
of $47.5 million in terms of United States funds and to an increase in Canadian dollar liabilities to 
the IMF of $142.5 million, again in terms of United States funds. The Canadian dollar equivalent of the 
gold payment is reflected as a reduction of Canada's official holdings of gold and foreign exchange in 
Item Hl, and as an increase in Canada's balance with the IMF in Item H2. 


It will be noted that Canada's official holdings of gold and United States dollars, together 
with Canada's net creditor position in the International Monetary Fund (Canada's balance with the IMF 
less Canadian quota payments in gold aggregating $185 million), amounted at the end of the third quarter 
to $2,516 million expressed in United States currency. This represented a reduction of some $364 
million from the beginning of the year. It will be recalled that in January, reporting to the House of 
Commons on balance of payments arrangements between Canada and the United States, the Minister of Finance 
noted that while Canadian reserves must be expected to fluctuate from month to month, the Canadian 
Government would consider it appropriate that such fluctuations take place at a figure somewhat lower 
than the mid-1963 figure, say, approximately $2,600 million in United States funds. Consistent with 
these arrangements the Government repurchased in the first half of 1966 about $109 million of its out- 
standing United States dollar bonds which were held in the United States. Further purchases of $31 
million arranged in the second quarter were delivered in the third. These special repurchases have been 
recorded in the balance of payments statistics as retirements of foreign-held Canadian bonds. In the 
third quarter the Government also availed itself of the authority it had obtained to purchase outstanding 
securities of the International Bank for Reconstruction and Development held by United States residents. 
This was intended to provide some flexibility in carrying out the arrangements made with the United 
States Government should the overall Canadian balance of payments be such as to require further action 
to attain the objective on which agreement had been reached. Purchases in the third quarter were of the 


order of $25 million and brought the Government's operations of this nature during 1966 to a total of 
about $165 million. 
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United States Dollar in Canada Exchange Holdings and IMF Balance 
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Note: The table of exchange holdings does not include holdings of the Government of Canada at Septem- 
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ber 30, 1966 of $174 million of medium-term non-marketable securities of the United States Gov- 
ernment, acquired in 1964 in connection with the Columbia River Treaty arrangements. 
Canada's Accounts with the International Monetary Fund 


Canadian liabilities = IMF holdings 
Canadian assets 
of Canadian dollars 
—W At Camadian dollars 


! 
Transactions Transactions Stee 
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This is a cumulative measure of the net resources provided by Canada to the IMF. The Canadian 
dollar equivalent of the change appears as item H2 in the balance of payments statement. Canada's 
net balance with the IMF, when positive, represents the so-called "gold tranche position" plus 
borrowing under the General Arrangements to Borrow (GAB). This may be drawn by Canada virtually 
automatically on statement of balance of payments need, but Canada would then be under an obliga- 
tion to restore its net balance to 25 per cent of the Quota. 


jote: The statement is expressed in terms of United States dollar equivalents in accordance with the 


IMF practice. Since members are obligated to maintain the gold value of the IMF's holdings of 
their currencies, from time to time there have been adjustment payments between the IMF and Canada 
in Canadian dollars arising from changes in the exchange rate. These transactions are not re- 
flected above because the series are shown in United States dollar equivalents, and do not appear 
in the balance of payments statements because only the change in Canada's net asset is shown. 

The adjustment transactions affect the Public Accounts of Canada. 


= tO 


QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1966 are preliminary and data for 1965 are subject to revision 


A Current receipts: 

1 Merchandise Exports (BCS te) icc ccs.cueen resets ati sce ste cceescesnceoveneveneae= Papal 25 28 1,826 QO 2,268 
3 Gold production available for CXPOTt .....ceccecseessessseeseessesseereeesesseeseeneenes 36 35 35 34 35 
4 Praviel: CXDEN GLUES eaten a eae. eet ous ecto ates enero rere neers 351 112 63 158 415 
5 Tnterest-and. dividendSte este. neue ee nee eee 54 ISI 67 73 70 
6 Preteht and Shipping Siac seria RN eerez scares 176 ILA 143 172 181 
Fi Imheritances andimmierants: LundS... eect eee ees ree aes 50 44 42 55 63 
11 Alico then current re GelptS ieee eee ee ee 140 148 155 156 159 
12 Total Current TEGCIDES © xcccce ee he emia sees ee 2,989 2,789 2A SNS} IL 2,839 3,186 

B Current payments: 

1 Merchandise imports, (A0jUSCOC) eeevg eres creer te ee eee ene Lay 1,968 15 CoS Dey IAN eos 2,102 
4 BP AVGl EXD ENG LEU CS. ase pee crac ie pcec nea certs eee eae Pes 238 337) iL 52 210 PaT/Al 
5 TRIP ELOS CoAT CVC ON Csr eee tee Ge nee G5 ee Renee es eee re 219 333 240 252. 230 
6 RUreloherand. Shipp ies seen wee ecetee ec ass os eer ne ee 187 181 55 198 204 
7 Eyiheritan ce scanGccmierantss {nC Samia. revere ene ene ee ee 58 56 43 49 61 
9 OLUCTAL CONtTUDUTIONS «= Seep ee ee ec ee eee ee eee ences 22 19 DS! 20 Sil 
11 Allother currentapayments ence c en ee eee 230 241 248 PSY) 25 
12 Total current; payments 08 20.8.4... oe ee oe ee DD Weevil 2,935 226 35,199 Bip sie) 

C Current account balance: 

1 Merchandise trader... age caetan tee een, Meet ay eee ec ap S155 + 160 se Ts) ie Ai) + 161 

2 Other trancackionsmexcludineeS.9) eens eee ere nee eee =2 5 - 287 - 333 - 313 - 94 

3 Official contributions meee ee ee ee ee ee ee, ee - 22 SF le Sy BS = 2.) = "3 

4 TOC ey ee ee ee a By Aen: ORs ene eed + 208 - 146 - 395 - 360 + 36 

D Capital account: 
Direct investment: 
1 Direchinvestmentainn@ana da. set eee eee cn eee eee + 51 + 102 + 70 + 126 + 96 
2 Directyinvestmentabroadietes wren te he eee err et ce enon Se 6 = oh Seren - = 53 
Canadian securities: 

Soil Trade in outstanding bonds and debentures .o....cccccccccccesceceseeseeseeses + 36 + 22 + 4 + 16 + 37 

B52 Trade in outstanding common and preference StOCKS ..ccccccccceeesess - 5 - 40 - 91 - 83 - 28 

4 INGWEISSU'CS 2 ache oie see tt ee ne ete ee REN IN + 109 + 531 + 283 + 321 + 294 

5 Retirenentswe seco eee eee ae cee, Le oe ete eee - 60 = 95 - 68 - 178 - 56 

6,7,8 EorelensSeCunitleS’ «te ck eee eee a ee eee me ee = 4 - 10 = sie - 8 - (28 
Loans and capital subscriptions by Government of Canada: 

9 INGVANG CS PRCEG.) ch Sie ereee oie ee en, Dee, Ae ee - 1 ~ 8 - - = 
10 Repaymenussto © alia ame heen ce ee ee een eet + i 7 + S + 2 + 1 
11 Columbia hy eronee tyeane ie eth ee ee + 54 = 4 - - 
13 ong-temn capital transactions nels ene ee ee ee + 25 - 21 + 7 - 62 - 052 

Change in Canadian dollar holdings of foreigners: 
14.1 Depoatiet het Cie ON 2 Ne hae gy le VED ieee = “36 + 53 + 38 =e 7 - i 
14.2 Government of Canada demand liabilities ooo... cccccccccccsccscsscecceseeee = + 3 = il = 4 - 5 
14.3 Canadianntreastryabill Sem ee.t:caeee ee hee 5 RE A oe a ae Ks as: Eee) + aia) =) 
17 Other capitalemoyvementSs. soar. hee ee ee ee ee Oe, = GAD =eLSs + 131 + 278 - 
E Net capital movement (excluding monetary items shown below) in 

1 Poneto, times (DI tog iS kin Oa oO eee he Bet le + 212 + 472 + 128 + 134 + 216 

2 Shorbvemr forme (Dia toD17) aoe eee a a “64 =e hes + 195 + 227 - 26 

3 fee ke RS ee ee, eo a ae eee oe, em rs? + 327 + 323 +TI6E + 190 

H = C+E| Official monetary movements in the form of: 

1 Change in official holdings of gold and foreign exchange .............. + 97 + 54 - 118 - 92 + 144 

2 Change in net International Monetary Fund poSition ooccccccccccsscsescescese. +) 59 + 127 + 46 + 93 + 82 

2 Other special international financial assistance cecccccccccccccccccceceeecese.. = = = - - 

ene) |S —— = —— A 


Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A ie nccomier trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 
B 1) the annual reports on ‘‘The Canadian Balance of International Payments’’. 


A 11\ This item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, 
B 11) insurance transactions, and business services. 


Note: Data for 1966 are preliminary and data for 1965 are subject to revision 


Sad Gs fe 
QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


| 1965 1966 Annual totals Four quarters 
SS 6 SF ees ended 
im IV T II Lit 1963 1964 1965 Sept. 30, 1966 
millions of dollars 
A 
| 2,465 2.972 2,586 2,685 7,082 8,238 8,745 9,948 1 
MEA 34 29 30 154 145 138 127 3 
111 73 07? 452 609 662 747 813 4 
100 67 69 48 230 332 310 284 5 
177 152 174 192 563 644 673 695 6 
51 44 68 81 151 169 PAH 244 7 
im 170 161 163 179 473 Sy 640 673 11 
3, 108 2,743 3,266 3,667 9,262 10,747 11,464 12,784 12 
| B 
(2,442 2274 24579 2,354 6,579 rae 8,627 9,589 1 
146 180 240 317 585 712 779 883 4 
349 258 263 242 860 1,010 071: Lebar? 5 
198 161 204 213 648 679 755 776 6 
58 36 44 59 186 201 PA, 1 197 7 
18 33 14 87 65 69 92 152 9 
261 262 265 267 881 963 1,012 1,055 11 
ee, 472 3,144 3,609 3,539 9,804 TL2h/ 1 12,547 13,764 12 
Cc 
= 23 ee ee, + 7 + 331 + 503 + 701 + 118 + 359 1 
> 369 - 366 = 336 Polbe - 980 #1 ,056 - 1,109 = 1,187 2 
= 18 = 33 - 14 = 87 iis: a 69 - 92 ws 152 3 
- 364 - 401 = 343 + 128 2 S49 - Ah =i, 085 - 980 a 
D 
+ 113 + 110 + 175 + 130 + 280 + 270 + 405 + 528 1 
= 28 = 20 - 40 + 90 =~ 135 ° 95 - 125 + 2 2 
+ 5 it - 24 = 50 + 39 + id + 62 a 80 3.1 
= 62 « 3 = 42 = 33 - 170 “ 98 = 264 = 150 3.2 
+ 311 + 583 + 358 + 288 + 984 + 1,100 + 1,209 + 1,540 _ 
= 80 ey Miles =. 152 - 90 - 404 a0) 389 « 382 « 434 5 
mm 15 = 70 - 90 Ko + 22 = 5 “ 84 #9 25] 6,7,8 
- 14 ~ 6 Ge 2 9 - 18 - 10 “ 14 « 32 9 
+ 2 + 2 2 *) 4 + 25 + 10 + 10 + 7 10 
+ 32 - « = + 54 + 32 + 32 11 
= 29 = 30 + 14 = 30 + 14 - 54 - 136 « 75 13 
+ 49 = as ks =) gy + 20 + 43 + 28 + 31 + 47 14,1 
+ 12 1-6 = ee + 5 + 1 « + 2 + 9 14.2 
= 3 sg «= + 9 ae “ 16 + 12 ~ 9 14.3 
+ 73 = 442 + 37 - 461 + 34 = 45 + 482 = . 493 17 
E 
+ 235 + 433 + 198 + 221 + 637 + 820 + 713 + 1,087 
+ 131 = Lil + 28 - 434 + 51 = 33 + 527 = 446 2 
+ 366 + 262 + 226 = 243 + 688 + 787 + 1,240 + 641 3 
H=C+E 
55 - 166 - 181 - 105 + 60 + 86 - ll - 397 : 
- 53 - 27 + 64 + 20 + 86  . 277 + 168 + 58 ; 


3: D A minus sign indicates an outflow of capital from Canada. 
D 1,2 Exclusive of undistributed profits, 


D 17 This item includes mainly changes in private and chartered bank holdings of exchange, international money market 
transactions, loans, and changes in open account commercial indebtedness. It also includes the balancing item 
representing unrecorded capital movements and errors and omissions throughout the accounts. 


H 3 Aminus sign indicates a receipt by Canada, 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


FOURTH QUARTER 1966 AND PRELIMINARY ESTIMATES FOR THE YEAR 1966 


The year 1966 was one of continued economic growth in North America, with a relatively full use 
of industrial capacity. Economic activity was also buoyant with many overseas trading partners, 
Canada's current account deficit narrowed some 9 per cent and dipped below the $1 billion level. This 
contraction was of about the same magnitude as the decline in the persistent trade deficit with the 
United States. A variety of factors contributed to the improvement in the current international bal- 
ance, including a reduction in the imbalance in the trade in automotive products, a swelling of wheat 
shipments to the U.S.S.R,, Mainland China and other communist countries, rising net receipts of mi- 
grants' funds and foreign expenditures in preparation for Expo 67, Enlarged official contributions, 
higher interest and dividend payments and recurring industrial disputes were unfavourable influences. 


Inflows of capital in 1966 of some $625 million, about one-half as large as in the preceding 
_ year, covered less than two-thirds of the current account deficit. The official reserve declined by 
about $360 million. Inflows of long-term capital totalling about $950 million were the highest in 
recent years. The movement however of $325 million in short-term forms was outward following a sub- 
stantial inflow of roughly $525 million in 1965. 


Summary Statement 


SE ee eee eee eee ee 


1965 1966 
1964 1965 196 G eget os 
IV Q Ler FEO OLE INO AEG 


millions of dollars 


Merchandise trade balance ....... Seige se aE 7OLl + 118 + Sksi0) ape p28) - 1 + sp SMOG) ae 
Deficit on non-merchandise transactions - 1,125 - 1,201 - 1,363 - 387 - 404 - 337 - 184 - 438 
meecent account balance ....-<..cecsce Se OS 424 - 1,083 - 953° = 364° = 405 = 3307 116 =) 368 
Capital movements(1) ...... See ca recweetis PPGZO 4 1,240 + 624 + 366 + 267, + 213 = 201 4+ 345 
Moueg=cterm LOrms ~. ss... se ss emer teaere a 820 + 703) ik 949 + 235 + 449 + 214 +197 + 89 
SE CEE FOLMS puns ss 2 ous «aie ates 35) eke 52] = io Ve a om ae - 182 - 1 - 398 + 256 


Change in official holdings of gold, 
foreign exchange, and net balance 


with International Monetary Fund .... + 363 + 157 359 2 = be eel) eee 


(1) Excluding change in official exchange holdings. 


In 1966 Canada's deficit on international transactions in goods and services was estimated at 
$983 million, which was $100 million or about 9 per cent lower than in 1965, The 1966 deficit stood at 
the level of 1961, but was higher than the imbalances of the three following years. The improvement in 
the most recent year originated strictly from merchandise transactions, as the non-merchandise deficit 
_ increased some 13 per cent to the highest recorded level of $1,363 million in 1966. The merchandise 
trade surplus more than tripled from $118 million to $380 million. This export surplus was higher than 
any other year in the sixties except 1963 and 1964, when the surpluses were roughly $500 million and 
$700 million respectively. 


The narrowing in the current account deficit originated in Canada's transactions with countries 
other than the United States and United Kingdom. As the balances with the rest of the sterling area 
and with other OECD countries in Europe became less favourable in 1966, the sharp rise in the current 
account surplus with the remaining countries entirely accounted for the improvement for the whole group 
of other countries. 


Summary of Current Transactions with the United States, United Kingdom and Other Countries 
1965 and 1966, and Changes Between the Periods 


1965 1966 Change 1965 1966 Change 
millions of dollars 7 


Fourth quarter All Countries United States 
Merchandise exports (adjusted) ...-..+..--- 2,465 2,190 + 35h page ee Fe 
Merchandise imports (adjusted) ......-.-e-- 2,442 7 ad ota 2 1, ; ate + 
Balance on merchandise trade .......eeeeece + 25 oer, gals 21 - 30 - + 
Other current receipts ...ccccoccccccvccese 643 iS" 72 407 419 + 12 
Other current payMeEntS ....ccoccccccsserece 1,030 PLS eee 724 827 + “Wa 
Balance on non-merchandise transactions ... - 387 - 438 - Sill - 317 - 408 - 91 
Syepli(OKs Bio \0)2) -- 397 170 PIR 1 u(6)'5) =f B/S 
Total recei ts eeoeeereroereeoereeoeereeseeoeeoer eee eo & 3 > ) > 
tectt ae eeeoecevesneeveeveeoeoeveeeeeenee eee ee So 2 3,869 ate SIS) 7/ Defi NS" Drv + 374 
Current account balance eccrercsvcsccsecece - 364 - 364 = - 623 = O22 at 
January to December 
Merchandise exports (adjusted) .....eseceee S574) — 105270 st 1,525 4,993 6,241 + 1,248 
Merchandise imports (adjusted) ...ccccccees 8,627 9.5890.. she b5263 6,034 7,166. ---+-4 ee 
Balance on merchandise trade sesssccccccces +e LS +380.) =P 1262 - 1,041 - 925 + Ts 
Gther ourvent Begelpts. ewiecs oes sites oc oss oi yA Be 259520. E238 1,803 1,903" ee 90 
Othes-current-payMentsS.+-e6wes sews esewrerrwes 35,920 45315 -+-—-395 2,684 2,960 -+ 2a 
Balance on non-merchandise transactions ... - 1,201 - 1,363 - 162 =—8/l =) 05i/ = 186 
TOtal. FECELDERT cc'ciusle sis sero wuss as 6's ects gS a 62's 11,464 IB OBR se the J/DS 6,806 8,144 + 1,3368 
otal. PAVHEUCEN cust re ps cwisivley cestdesamecscs (2 yo4) © Ee S205)” ade coe 8,718 10,126 + 1;40— 
Current taccount balance) <a swe cme sninmeescoe 22 15083 - 983 + 100 1,912 = 1,932. .3= 70 


Fourth quarter 


Merchandise exports (adjusted) ............ 
Merchandise imports (adjusted) ............ 
Balance on merchandise trade 2. s0.cc0c cele s 6 


Other rcwmrent sLeced pts srs cleisie aiciers svelele1e ets] ers) « 
OGREGACUTRENt (PA YMeNSin ars sseterexe lero lateterenctorsverereie 
Balance on non-merchandise transactions ... 


Total receipts e@eeoeveveeeveeeeeeeoeeeeeeev eer eevee & 
Total payments eoeeeveeeveeeeveeeeeeeseseseeseeoeeeeeee 
Current account "ballanGe so. ee sies fe eeteeeeoeee 


January to December 


Merchandise exports (adjusted) ........e.ee. 
Merchandise imports (adjusted) .........ec.e 
Bavanceson merchandise, trade 4s<cccec occ 


Gener-eurrent =receipts’ 3s... 03 os oe. 0 20e 
Otiier Curent paynentett es. lrcecese wleeen es 
Balance on non-merchandise transactions ... 


GR COLD CE cies atm dale me's) wiwin alee a'aesie saan s 
Eee DG VIBETUG iso, »'e:m Waimea s'e 6 bins eine oa'e a a14i8 oo 
GUmcrenteraccOuntebaLATICe! sitc sa een cele care 


United Kingdom 


Syke 
ib 7s} 
ae LES, 


shih 
101 
- 10 


403 
274 
an ALAS, 


1,184 
624 
+ 560 


Sia 
421 
ee IO) 


1,555 
1,045 
+ 510 


212 
L62 
ap IMG 


EZ, 
103 
ue) 


384 
265 
se alll, 


SS) 
635 
+ 498 


S91 
433 
- 42 


1,524 
1,068 
+ 456 


Other Countries 


770 
580 
+ 190 


145 
205 
- 60 


915 
785 
+ 130 


2,568 
969 
Saab 


535 
815 
- 280 


3,103 
2,784 
+ 319 


ree 
594 


eae aes: 


+ 


2; 
2, 
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184 
223 


eco | 


956 
817 
133 


896 
089 
807 


658 
922 
264 
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Improvement in the Merchandise Trade Balance 


The $262 million expansion in the merchandise trade surplus to $380 million resulted from a 
irger rise in merchandise exports than in imports. In reaching the record levels of $10,270 million 
id $9,890 million in 1966, merchandise exports advanced roughly 17 1/2 per cent and commodity imports 
wcreased more than 14 1/2 per cent over 1965. The estimate of $10,270 million differed only slightly 
fom the Trade of Canada total for 1966, as the adjustments required for balance of payments use practi- 
‘lly counterbalanced one another. These adjustments in 1965, in particular to reflect the excess of 


e value of deliveries over receipts of progress payments on defence goods, had the effect of reducing 
e recorded export total for the year by more than $20 million. 


| Merchandise imports adjusted for balance of payments purpose were estimated in 1966 to be about 
5 million higher than the Trade of Canada total largely on account ot progress payments made on 


vil aircraft orders. Offsetting adjustments reduced merchandise imports in 1965 by approximately $5 
)llion. 


More than one-half of the gain of $1,525 million in merchandise exports in 1966 was attributable 
increases in two commodity groups. Wheat shipments rose about $200 million to top $1 billion, and 
ports of automotive products, in continuation of the rapid expansion of the preceding year, increased 
‘out $600 million to approach a total of $1 billion for 1966, At the same time an increase of about 
'80 million raised the total of imports of automotive products to approximately $1,650 million. In 
is connection the rises in exports and imports covering the two year period 1965 and 1966 were very 
milar - about $780 million for exports and roughly $800 million in the case of imports. 


On the basis of incomplete detailed records for 1966, individually less substantial but still 
irge increase occurred in exports of several other commodity groups. Non-ferrous metals, in particular 
pper and to a lesser extent aluminum, accounted for in the neighbourhood of $150 million of the in- 
ease in merchandise exports. The group including wood pulp, newsprint, paper and wood products, 
corded a gain of similar size in 1966, with newsprint alone accounting for about $100 million of the 
crease, Shipments abroad of Canadian machinery appeared to have risen more than $60 million and those 
aircraft parts somewhat less. Exports of communication, navigation and other types of equipment 
gether increased about $50 million, petroleum and gas some $40 million, and potassium and fertilizers 
ughly $30 million. Smaller gains took place in shipments of a variety of commodities including wheat 
our, whisky, hides and skins, seeds, asbestos, chemicals and firearms. The value of aircraft and 
-gines shipped abroad declined substantially in 1966, and uranium exportsscontinued, to fall. 


In reaching the total of $9,890 million in 1966, merchandise imports recorded the largest annual 
icrease of $1,263 million from the preceding year. About three-eighths of this expansion was attri- 
-table to the growth in the imports of automotive products from $1,168 million to nearly $1,650 million 
| 1966. Imports of all types of machinery appeared to have been about $200 million higher in 1966, 

3d those of a variety of equipment rose by about the same amount. In the latter group, increased im- 
rts of electronic computers, and communication, measuring and office equipment were particularly 
itable, Imports of a host of other commodities were larger in 1966, including beef, dairy produce, 
/getables, fabrics, coal, fertilizers, synthetic rubber and plastics, non-ferrous metallic alloys, 

ilts, nuts, pipe fittings, chain, aircraft and many consumer goods. On the other hand, imports of a 
mber of commodities were lower, These included sugar, coffee, tea, cotton, scrap iron, petroleum 


id fuel oil, and fabricated steel materials, such as bars, rods, plate, sheet, strip and structural 
apes. 


The average prices of Canadian exports continued to increase during 1966, and for the year as a 
ole were roughly 4 per cent higher than in 1965. In the first quarter these prices were about 3 1/2 
© cent more and in the closing quarter about 4 1/2 per cent above the same periods of 1965. The 


lerage import prices, on the other hand, rose roughly 1 1/2 per cent in 1966; and Canada's terms of 
ade improved. 


Balances on Principal Non-Merchandise Transactions 


1964 1965 1966 Change 


in 1966 

millions of dollars 
id production available for export ........... x + 145 + 138 + 125 - 13 
rere NAEP ES) 2 2.5 salka(h.w <p <.0\e lous be bane o's 4 - 50 ~ 32 - 60 - 28 
terest and dividends ...... R dksas teks obegehcurkess..o de Soon - 678 - 761 - 884 Se MAS 
Me era webd Dp ING sis ois a.siseels ioe plans cb@ ee ce’ A - 3)5) - 82 ~ 74 + 8 
heritances mid Mirrante ss fimds <ank.cG niin. A - 32 - + 60 + 60 
See eomtid bublons: 5/4 «iss siihc cee cp seco % - 69 - 92 - 167 Se hs: 
1 other current transactions ........e.eceeeee 4 ~ 406 - Byi2 - 363 + 9 
‘lance on non-merchandise transactions Bioraustsas exe . = LUKAS) = ln AO = 1,363 - 162 
} 


=e 


A Rise in Deficit on Services and Other Non-merchandise Transactions 
A Rise in Deficit on services ane Viner xe? = 


With an increase of $162 million in 1966, Canada's deficit on non-merchandise transactions ex- 


ceeded the level of $1.3 billion for the first time to reach a total of $1,363 million, 


The rise in 


the net payments of interest and dividends accounted for about three-fourths of the deterioration and 


the rise in official 


contributions for more than 45 per cent. 
migrants' funds and inheritances provided a 37 per cent offset. 


The improvement in the balance of 
The remaining non-merchandise items 


contributed to a smaller degree individually to the overall change in the "invisible" deficit. 


Following the improvement of $18 million in the international travel deficit to $32 mi litongam 


1965, the deficit widened by $28 million to $60 million in 1966, 


ance originated for the most part from transactions with the United States. 
the deficit with overseas countries stood at about $160 million, while the surplus with the United 


States rose from $109 million in 
1966. The deterioration in 1966 
in the United States by Canadian 
from United States visitors. In 


The fluctuations in the travel bal- 
Over the 3 recent years, 


to $730 million, while the Canadian expenditures rose $150 million from $481 million to $631 million, 
In travel transactions with overseas countries, a much smaller increase of $38 million occurred both in 


receipts and in payments. 


Travel Expenditures 


Change 


1964 in 1966 


1965 1966 
millions of dollars 


United States: 


Receipts ... 590 660 730 + 70 
Payments ... 481 Sahil 631 + 100 
Balance je. + 109 + 129 + 99 - 30 
Overseas: 
Receipts ... Ue 87 110 23 
Payments ... UM 248 269 ae 72h 
Balanee ...- - 159 - 161 - 159 ot 2 
All countries: 
Receipts ... 662 747 840 + 93 
Payments ... 712 ThE, 900 ae dA 
Balance so. - 50 - 32 - 60 - 28 
Interest and Dividends: Payments 
Period Total Interest Dividends 
millions of dollars 
LOO Ate envccets tees ES ORG 535 675 
UOC Saree ren A Nise 0) Zell SWP2 699 
0 6 Gir are <3 ae ibaalgfte} 427 75u 
UGA ANOS ae 395 97 236 
ISOS MEMO wae 240 Hel 163 
ELS Oss sie 22 108 144 
2 Calis ACO ieee a 230 78 T52 
IVA@ Wee s 349 109 240 
UGG) el Os. . « 260 93 167 
TO Fre ers 264 120 144 
dO 239 92 147 
LE 05 ue oy-Wee 415 Heer! 293 


ee ee eee eee 2 


1964 to $129 million in 1965, followed by a decline to $99 million in 
resulted from a $100 million increase to $631 million in expenditures 
travellers, offset by a rise of $70 million in receipts to $730 million 
the 3-year period these receipts gained $140 million from $590 million 


In extension of the established course, 
net payments of interest and dividends increased 
$123 million or 16 per cent from $761 million in 
Income receipts declined 
successively from $332 million in 1964 to $310 
million and $294 million in 1965 and 1966 respec- 


1965 to $884 million. 


tively. 


Interest receipts rose from $94 million 


to $110 million in 1966, largely as a consequence 
of the resumption of interest payments on the 
1946 loan by the United Kingdom authorities 


following a moratorium of two years. 


Dividend 


receipts decreased from $216 million in 1965 to 
$184 million, owing to smaller returns in 1966 
on direct investment abroad of a number of Cana- 


dian companies, 


A partially offsetting influence 


comprised higher dividend receipts on portfolio 
investment and continuing purchases by Canadian 
investors of foreign stocks. 


The growth of $107 million in payments 
of interest and dividends from $1,071 million to 
$1,178 million in 1966 was distributed approx- 


imately evenly between the two components. 


est payments rose $55 million or nearly 15 per 
cent from $372 million in 1965 to $427 million, 
aS a consequence of large sales during 1965 and 
in the first half year 1966 of new provincial 

and municipal bonds and in particular of corpo- 


ration bonds, 


Retirements of securities of 


Canadian debtors, both corporate and official, 
including the special repurchase of Government 
of Canada bonds, contributed to restraining the 
rise in total interest payments. 


Inter- 


Dividend payments increased $52 million 
or about 7 1/2 per cent from just under $700 
million in 1965 to the highest recorded level of 


$751 million in 1966. 


Most of the rise took 


place in the last quarter of the year owing to 
payments of substantial dividends by Canadian 


subsidiaries to foreign parent companies. 


The 


annual totals of dividend payments on non-resi- 
dent owned portfolio investment changed but 


slightly between 1965 and 1966. 


purchases of Canadian stocks held abroad and 
higher dividend rates were offsetting influences 


Continuing re- 


| 


The deficit on freight and shipping services narrowed 
1966, as the receipts advanced from $673 million to $699 million, while the Payments rose from $755 
lion to $773 million. The confluence of several opposing influences contributed to the changes. 
ese included the shutdown in the Ontario trucking industry, stoppage of work by dock workers in the 
. Lawrence ports in the first half of 1966 and on the west coast later in the year, the extended 
ike of the British seamen and of some United States airline employees in the mid-year and the brief 
ark stoppage by Canadian railway workers in the third quarter. 


from $82 million in 1965 to $74 million 


The value of gold production available for export continued to decline - by $13 million to $125 
llion in 1966, 


) Wheat shipments to India under the international food aid 
raising Canada's official contributions to the highest recorded level of $167 million in 1966. This 


The traditional capital 
increasing aid to other emerging nations in the 


Migrants' funds and inheritances recorded a substantial surplus of $60 million in 1966, compared 
th a balanced position in the preceding year. The increase in immigration in the recent period which 
an from 1962 continued at an accelerated rate in 1966, when nearly 195,000 persons arrived in Canada. 
is was the largest total in the post-war period, except 1957. On the other hand, the number of emi- 
ants from Canada to the United States was curtailed, in particular in the earlier part of the year, 


llowing introduction of new visa regulations at the year-end 1965. The Vietnam war also affected the 
‘igration to the United States of younger adults. 


\ 
Miscellaneous Current Transactions 
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Receipts Payments 


1965 1966 1965 1966 


millions of dollars 


yernment transactions, excluding official 
ae nan vith a ceca been honk 176 260 182 218 


“sonal and institutional remittances .......... 42 39 103 104 


scellaneous income RE A | eG. 5A aE 131 153 218 247 
lite ss BORMCCR « . shorter dele Boise £8 6 ar Seton © i eee At 2911 286 509 532 
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The deficit on all other current transactions narrowed by $9 million to $363 million in 1966, 
‘the receipts gained about 15 per cent from $640 million to $738 million and the payments increased 
wx 8 1/2 per cent from $1,012 million to $1,101 million. A large part of the increase in the receipts 
oresented disbursements by foreign governments for erection of national pavilions and installation of 
inishings and exhibits at the Expo 67 site. The import content of these expenditures represented by 
h arrival of structural members, furniture, etc., has been included in recorded imports. A gain of 
ix 16 per cent in the receipts of miscellaneous investment income arose from increased receipts of 
rerest on export credits and of profits of financial institutions. The receipts of personal and 
ititutional remittances and business service receipts were slightly lower in 1966, The payments for 
, production rights of military aircraft, tourist advertising abroad including Expo 67 and general 
oresentational and defence costs abroad contributed to higher expenditures in 1966 on government 
‘ount, excluding official contributions. The interest paid on short-term debt and intercorporate 

‘ms were higher in 1966 as were the expenditures abroad of Canadian airlines and payments for film 
stals and for other types of business services. 
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Quarterly Developments in Current Transactions (Seasonally adjusted) 


Canada's balance on transactions in current goods and services was estimated at a deficit of 
$364 million in the fourth quarter of 1966, compared with a surplus of $116 million in the preceding 
quarter and a deficit of $364 million also in the final quarter of 1965. After adjustment however for 
normal seasonal variation, the deficit in the fourth quarter of 1966 was estimated at a quarterly rate 
of $291 million, following increases exceeding 10 per cent in each of the three preceding periods. In 
comparison with the 1966 deficit of $983 million, the fourth quarter deficit, seasonally adjusted at 
an annual rate, was about 18 1/2 per cent larger. The seasonally adjusted export balances stood higher 
by about a half in the first and third quarters over the surpluses for the second and fourth quarters, 
These balances resulted from rising quarterly increases in the imports, combined with the occurrence in 
the third quarter of the year's largest gain in exports followed by a smaller increase in the last 
quarter. 


Exports and Imports of Goods and Services 


(Seasonally adjusted at quarterly rates) 


TS 


Goods Services Total Current 
ee pay- account 
z receipts 
Exports Imports Balance Receipts(1) Pay Balance " ments = balance 


ments(2) 
millions of dollars 


1965 1 0 «as 2o7l = 2026, AS 666 G36) 8 70 Tay 2,962 - gee 
TO (aa 27,138 2,077 + 61 680 ger = Sor 2,818 3,058 - 240 

PTT RO oa 22909 ~ 2.163 - + iO 705 10027: a or 2,908  3,165' = am 

Pai ase 2298 2-361 _ Os 668 1,001 = 333 8,001 3/362 2aumeam 

Year .... 8,745 8,627 +4118 2,719 3,920 - 1,201 11,4664 12/527 2 ee 

1966 TQ <2. 2400 2.985. ee 109 716 1,029 - 3193 3,208 3,412 — 7 
wt) 2 94599 2491. 78 732 1,041. sevens 3.990) 3,462 - 2am 
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TO" <25 25662 -2,588°- Bach 754 1,119 - 365 3,416) 9 .i7o07/euneeeee 
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(1) Including immigrants’ funds and inheritances, by quarters in 1965: 52, 53, 53 and 53. 
(2) Including emigrants' funds and inheritances: 52, 51, 55 and 53. 


From a high level in the fourth quarter of 1965 of $333 million, seasonally adjusted at quar- 
terly rates, net payments on non-merchandise transactions narrowed until the third quarter of 1966 when 
the deficit expanded to $376 million, due to enlarged official contributions and a higher deficit of 
$226 million on interest and dividends. The rise of net payments of interest and dividends to $250 
million kept the non-merchandise deficit at a slightly lower level of $365 million in the final quarter 
of the year, when favourable changes were recorded in the balances of some other items. 


Transactions by Areas 


Following expansions of $473 million and $277 million in 1964 and 1965, respectively, in 
Canada's deficit on current transactions with the United States, the increase of $70 million in 1966 
was much more moderate. The rise in the current account deficit to $1,982 million resulted from a gain - 
in total receipts of $1,338 million from $6,806 million to $8,144 million, which was exceeded by an 


ne ti of $1,408 million in total current payments from $8,718 million in 1965 to $10,126 million 
n 2 


Non-merchandise Transactions in 1966 


(Seasonally adjusted at quarterly rates) 
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ie (¢) AENKC) TLIO IV Q Year 


millions of dollars 


Receipts 
Gold production available for export ....... 35 28 30 ye E25 
feeavel expenditures ./.....0... Ad oe = er ioe . 205 216 213 206 840 
|Interest and dividends ............. i 80 77 62 15 294 
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Meeeotter transactions ..:.6...e.scs00s% eros 166 176 197 199 738 
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Reversing the increasing trend in the trade deficit since 1962, the import balance with the 
(United States narrowed by $116 million to $925 million in 1966. Merchandise exports rose 25 per cent 
from $4,993 million to $6,241 million, while merchandise imports increased over 18 1/2 per cent from 
$6,034 million to $7,166 million. More than 60 per cent and 70 per cent respectively of Canada's total 
‘exports and imports were exchanged in 1966 with the United States. These proportions in 1965 were 
‘slightly smaller. Accordingly much of the comments already made in the review of merchandise trade 
are pertinent to Canadian - United States trade. In particular most of the increase in the trade of 
‘automotive products arose from the development toward rationalization of motor vehicle production in 
‘North America. This movement was based on the Canadian - United States Automotive Agreement signed in 
January 1965. To satisfy also the demand generated in the United States by growing industrial produc- 
tion, business capital investment, personal income and overseas military requirements, larger shipments 
of many other commodities were made in 1966. These included fish fillets, wood pulp, aluminum, copper, 
potassium for fertilizers, machinery, light military transports and armaments. In addition to new 

cars and automobile parts, Canada imported from the United States increasing amounts of cattle hides, 
Plastics and resins and many types of equipment and machinery, including computers, data processing 
equipment, heating and cooling equipment, industrial control apparatus and materials handling equipment. 
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Quarterly Current Account Balances In the expansion of over 20 per cent in 
the non-merchandise deficit from $871 million to 
$1,057 million in 1966, all the "invisible" items 


ha ee ee SS SS 


tw IL tlio Ly. Year contributed, with the exception of migrants' funds 
and inheritances on account of the substantial 
millions of dollars reduction of Canadian emigrants to the United 
States. The $30 million contraction in the 
United States: travel surplus was referred to before. About 
19Gh oe SAE = 507 = 119 = Boe "1,635 seven-eighths of the widening of $123 million in 
SG atersis ovis 2 SOS = 5I0-= 1700 625"= FS 9t2 the deficit on account of interest and dividends 
HO GiGi rsincssvet 6 = 606 =) 584 — 6/0 = 622 —) 1,902 arose from increased net payments to the United 
States. The balances on government account, 
United Kingdom: miscellaneous investment income, business serv- 
HOGA ss 56 ae ete Ot 49 Se 5 On ee 2 Sect 605 ices, freight and shipping were less favourable 
Wee) Paseo ooas a> Isp CS bal se IRS y AS Ge 510 in 1966, and the value of gold production avail- 
UW Nelsy Pore + 106+ 119+112+ 119+ 456 able for export declined during the year, 
Other countries: Canada's current account surplus with 
UIGIG Aner sta les aiisy eTocs qe IAP o> PACKS) sr YAN Se ANONS) c= 606 the United Kingdom narrowed for the second suc- ] 
UEC Bre i eek ies + 88+ “29 + 72+ 130 +. . 319 cessive year to $456 million in 1966 compared 
SIG Ole re egies cs Sq 942 ese USS a2 aloes bse) ae 543 with $510 million and $605 million in 1965 and 


1964 respectively. Total receipts from trans- 

actions in current goods and services declined 
from $1,555 million in 1965 to $1,524 million in 1966, while total payments rose from $1,045 million 
to $1,068 million during the same period, The decline in the merchandise surplus from $560 million to 
$498 million in 1966, which practically coincided with the 1963 export balance, accounted for more than 
the entire deterioration in the current account surplus. The imposition of the temporary import sur- 
charge and other economic stabilization measures in the United Kingdom contributed to reducing Canada's 
merchandise exports from $1,184 million to $1,133 million. The British seamen's strike and the work 
stoppages in the Canadian transportation industry affected both sides of merchandise trade. Among non- 
merchandise transactions the sharp expansion in the surplus on migrants' funds and inheritances, owing 
to the increased number of immigrants from the United Kingdom, was partly counterbalanced by a widening 
in the deficit on travel expenditures, interest and dividends. 
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Canada's receipts for exporting goods and services to other countries rose $451 million, or 
about 14 1/2 per cent, from $3,103 million in 1965 to $3,554 million in 1966. The increase in total 
payments was one-half as much - from $2,784 million to $3,011 million, or up $227 million and about 8 
per cent. Most of the expansion in the current account surplus originated in merchandise trade, with 
the export balance growing by a third from $599 million to $807 million. Merchandise exports gained 
nearly 13 per cent from $2,568 million to $2,896 million with some three-fourths of the rise origi- 
nating in exports to the remaining countries outside the sterling area and other OECD countries in 
Europe. Larger wheat shipments accounted for about $200 million of the increase to the whole group of 
other countries. Merchandise imports increased 6 per cent from $1,969 million to $2,089 million, with 
approximately two-thirds of the rise arriving from other OECD countries in Europe. Disbursements by 
foreign governments in connection with Expo 67 and smaller favourable changes in travel, freight and 
migrants' funds balances contributed a decline of $16 million in the non-merchandise deficit to $264 


million, The substantial expansion in official contributions, mostly to India and other Commonwealth 
countries, represented the principal offset. 
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Canada's current account deficit with the United States in 1966 (excluding gold production 
available for export, which is conventionally attributed to the United States account) was $2,107 
million. Capital movements in long-term forms between the two countries produced an inflow of $1,146 
million, while there were net outflows of $347 million from transactions in short-term forms (apart 
from changes in official holdings of gold and United States dollars). In sum, these transactions with 


the United States gave rise to net payments by Canada of $1,308 million. This figure was some $286 
million lower than the record established in 1965. 


With the United Kingdom and other overseas countries the pattern of imbalance was complementary 
to that with the United States, The net current surplus of $999 million was offset to the extent of : 


$175 million by outward capital movements, an outflow in long-term forms of $197 million and an inflow 
of $22 million in short-term forms. These net receipts of $824 million were well below the extraor- 
dinarily high figure of $1,613 million in 1965 when there were massive shifts of banking funds from 
Overseas to Canada and through Canada to the United States. 


The net payments imbalance from these groups of transactions amounting to $484 million was 
financed by a net reduction of $359 million in official holdings of gold, foreign exchange, and IMF 
balance, and by Canadian gold production of $125 million. 
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Financing of Canada's Bilateral Account with the United States 
I a 
} 1965 1966 


ese A eh ee ete 
IV Q vert 6) LTO LPL OSV 0 
millions of dollars 


1963 1964 1965 1966 


(ransactions with the United 
| States:(1) 


Current account balance .... - 1,316 - 1,780 - 2,050 - 2,107 “= 657 - 640 - 613 - 200 - 654 
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‘inancing: 


Transactions with rest of 

\ world: 

Current account balance .. + 620 + 1,211 + 829 + 999 + 259 + 201 + 254 + 286 + 258 
Capital movements in 


long-term forms ........ = 2060 - 193 - 2515 = 197 = 55 =" 49 = 31 = 83° = 34 
Capital movements in 
short-term forms(2) .... + 44 - 659 +1,035 + 22) = 24 - 228 + 12 =~ 63 + 301 
bub=totalssi..inu2 concen t+ 458 + 359 + 1,613 + 824 + 180 <7" + 23504 140 4.525 
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Increase (-) in official 
Canadian holdings of gold, 
| foreign exchange, net 


asset with the IMF, etc. - 146 - 363 - 157 + 359 - 2 + 138 + 117 4 85 + 29 
i ee a ee 
ELE om F-44664 141 + 1,594 + 1,308 + 212 + 96 3381. + 255. + 516 
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f) Excluding gold production available for export and changes in official monetary assets, shown with 

\ financing. 

(2) There is a discontinuity at the end of 1963 in the allocation bilaterally of capital movements in 
short-term forms, implying accumulated earlier net overstatements of inflows from the United States 

| and corresponding net understatements of inflows from the rest of the world of the order of $200 

million. 


i 
‘oreign Currency Operations through the Canadian Banking System 


Statements accompanying this section summarize the foreign currency assets and liabilities of 
the head offices and branches in Canada of the Canadian chartered banks, and relate the changes in 
these to Canada's balance of payments with the United States and with other countries. 


On balance the banks and their domestic customers increased their net foreign currency claims 

m non-residents by $467 million in 1966, somewhat more than reversing the decline of $426 million which 
yvccurred in 1965. In each of these years net claims on the United States rose by more than $500 million, 
uut over the period net claims on other countries were replaced by net liabilities to them, producing 

let credits for Canada of $946 million and $50 million in 1965 and 1966 respectively. Deposit lia- 
rdlities to residents of the United States continued to fall in 1966 but the reduction of $309 million 
ell well short of the figure of $727 million for 1965; while assets in the United States in 1966 were 
uugmented by $208 million, almost the same amount by which they were drawn down in 1965. 


While these highly volatile types of capital movements led to sizable net capital outflows from 
vanada in three of the four quarters of 1966, the statement reveals in part both the kaleidoscopic 
shanges and the processes of interaction which lie characteristically behind the net capital movements 
Tom these types of transactions. 


eC 


In the latter part of 1966, for example, there was a sharp contraction of swapped deposits wit 
the Canadian chartered banks. These deposits, which had been rising for some quarters, reflect funds 
converted into a foreign currency, usually United States dollars, which have been placed on term depos 
with a bank and which the bank has undertaken through a forward contract to convert back into Canadian 
dollars at maturity. The effective yield on them is a function of the premium or discount on the for- 
ward exchange and of the interest rate on the term deposit. The forward exchange rate between Canadi 
and United States dollars swung from a premium on forward United States dollars to a discount in the 
last half of 1966. Swapped deposits of residents fell by $167 million in the final quarter of the 
year, but other foreign currency deposits of residents with the Canadian chartered banks rose by $117 
million. By the end of 1966 swapped deposits were exceeded by other foreign currency deposits of 
residents with the Canadian chartered banks which were at near record levels. 


Although the deposits of residents, taken as a whole, fell $50 million during the fourth quarte 
the net foreign currency assets of head offices and branches in Canada of the banks rose by $158 millio 
and after taking into account an increase in claims by the banks on residents there was a net capital 
outflow from Canada from these operations of $84 million in the quarter bringing the total outflow for 
the year as a whole, as already noted, to $467 million. 


Bilateral Summary of Net Capital Movement arising from the foreign currency operations 
of the Canadian Chartered Banks in Canada and from all other transactions 
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With other countries 


q 
y 
Capital movement arising from: i 
i‘: 
Foreign currency operations of the J 
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(1) Excluding changes in official holdings of foreign exchange. 
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Foreign Currency Assets and Liabilities of Head Offices and Branches in Canada 
of the Canadian Chartered Banks 1964-1966 


Net Transactions Amount 
end of 
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l) Funds converted into a foreign currency, usually United States dollars, which have been placed on 
term deposit with a bank and which the bank has undertaken through a forward contract to convert 

, back into Canadian dollars at maturity. 

ate: This statement shows the effect on Canada's balance of payments of foreign currency banking oper- 

ations of the Canadian Chartered Banks. As described on page 14 of the report for the second 

| quarter of 1965, the amounts identified as (a) are embodied within item D 17.1 (e. g. this item 

. in 1966 includes outflows of $551 million, reflecting increases of $401 million in residents! 

holdings of foreign currency deposits with Canadian chartered banks in Canada and of $150 million 

in the net foreign currency holdings of these institutions); the amount identified as (b) is em- 

bodied within items D 13 and D 17.5 (e.g. in 1966 as an aggregate inflow of $84 million). The 

transactions figures are based on data published monthly in the Statistical Summary of the Bank 

| of Canada, but have been adjusted so as to eliminate changes in value resulting from variations 

in exchange rates. 


The delicate interaction of spot and forward exchange rates with interest differentials in the 
iternational short-term money markets, and the roles in the process of the banks themselves and of 
teir customers are complex. It would be overly simple to relate the decline in swapped deposits in 

le final quarter of 1966 directly to the increase of roughly equal magnitude in this period in net 
reign currency assets of the banks. Nevertheless it may be noted that the overall exchange positions 
spot and forward) of the banks have generally tended towards stability; the increases in these overall 


| 
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positions which occurred in the final quarter and in the year as a whole were much smaller than the 
increases in their net (spot) foreign assets, which were partly offset in their overall position by the 
decrease which occurred in their net long forward position. 


Interest rates on Eurodollar deposits reached levels well in excess of 7 per cent in the fourth — 
quarter but fell precipitately in the final month; short-term interest rates in the United States and 
United Kingdom, also, were at historically high levels. Deposits from overseas countries which had é 
declined on balance in each of the first three quarters, rose sharply in the fourth quarter, and al- ( 
though there was a sizable increase also in claims on overseas countries, the net position with them 
declined; by the year-end foreign currency banking liabilities to overseas countries exceeded claims on 
them by $479 million. There was on the other hand a sharp increase in the net position with residents © 
of the United States. Thus on balance banking funds obtained in Canada and overseas were channelled to 
the United States in an amount of nearly $300 million in the quarter and of over $500 million in the 


year as a whole. 


Capital Movements 
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1965 1966 
Summary 1964 1965 1966 
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millions of dollars 


Capital movements in long-term forms .... + 820 + 713 + 949 + 235 + 449 + 214 +197 + 89 
Capital movements in short-term forms ... - 33 + 527 - 325 + 131 =) 'S2ee— 1 - 398 + 256 
Balance on goods and services ........... - 424 - 1,083 - 983 - 364 - 405 - 330 +116 - 364 ; 
Change in official holdings of gold, 
foreign exchange, and net balance with ’ 
the International Monetary Fund ...... as SIS ee By SOS ae - 138 - 117 - 85 = Wg 


The net capital inflow into Canada in long-term forms in 1966 fell only a few percentage points 
short of the deficit from current account transactions, and the outflow which arose from capital trans- 
actions in short-term forms was nearly equal to the decline in Canada's official holdings of gold, 
foreign exchange, and IMF assets. 


The balance of capital imported in long-term forms amounted to $949 million in 1966, up some 
$236 million over 1965 and at its highest level since 1959. While transactions in Canadian securities 
represented the largest group of inflows, the biggest change was in the category of direct investment 
transactions which brought in $670 million, some $390 million more than in 1965, including some non- 
recurring transactions, The inflow from transactions in Canadian securities brought in $714 million, 
or $89 million more than in 1965. Special repatriation by the Government of Canada of its own securi- 
ties (par value about $140 million expressed in United States funds) in accordance with the understand- 
ing between Canada and the United States as to an appropriate level of Canadian exchange reserves held 
these figures down; but on the other hand it will be recalled that deliveries of some new issues sold 
in the United States in the later months of 1965 were deferred as a result of government intervention 
until 1966, and deliveries over 1966 as a whole exceeded offerings by some $203 million. A dramatic 
factor in the other direction was the acquisition by residents of Canada of foreign securities which 
surged upward by $273 million to a total of $357 million in 1966, from the previous record outflow in 
1965. Included were purchases from United States residents by the authorities in accordance with the 
exchange reserve arrangements of some $25 million of outstanding United States dollar issues of the 
International Bank for Reconstruction and Development. United States equities accounted for $234 millior 
of the 1966 outflow, and there was a variety of other transactions in foreign securities ranging from 
the normal to the unusual. Other capital movements in long-term forms led to an outflow of $78 million, 
some $30 million lower than in 1965. Enlarged repayments under the export credit programs contributed 


to this result although repayments by Canadians of loans associated with these types of transactions 
were a partial offset, 
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Capital Movements in Long-Term Forms The balance of capital movements in 


short-term forms shifted $852 million from an 


Adpnad Adjusted to reflect inflow of $527 million in 1965 to an outflow of 
Period es timing of security $325 million in 1966, The largest part of this 
offerings change, some $725 million, reflected the acqui- 
millions of dollars sition in 1966 of some $587 million of foreign 
currency bank deposits and other short-term funds 
EOS screens + 637 + 426 abroad in contrast to the reduction in holdings 
OL ere + 820 + 749 of $138 million which occurred in 1965. The 
aE ae JAILS) + 980 substantial liquidation of foreign holdings of 
US + 949 + 746 Canadian finance company paper which was a factor 
in 1965 did not, of course, Gecun, butvothen net 
964 ERO) eos + 3 = 33 inflows in short-term forms were also on a smaller 
mE TOG. 6 ets + 88 scale, 
EEE YO! + E22 + 401 
ry 0%. + 472 qe 7) 
Direct Investment 
mo 6|CUdCQ lk + 128 + 209 
EIQ). + 134 + 105 Inflows for direct investment in foreign- 
PEESOR. . + 216 a7 sisile controlled enterprises surged to near record 
EV G00. ar e)5, ae SIS heights in 1966, with most of the increase over 
1965 occurring in inflows from the United States. 
peo.) Ud. + 449 + 257 While there were a number of transactions associ- 
1 ais an i 2i4 + 22 ated with the acquisition or disposition of 
Ons. qr USI am AES! existing assets, they tended on balance to be 
EV : Qireve + .89 + 84 offsetting, and most of the estimated inflow of 
$660 million appears to have been directed to 


new capital formation and normal working capital 


‘equirements. With enlarged capital investment programs it becomes necessary for enterprises to look 
‘0 external sources for a larger proportion of their financing. There were on balance other important 


sapital inflows to foreign-controlled enterprises in Canada taking such forms as the sale of new issues 
‘0 non-residents, 


| Manufacturing and petroleum again vied for top place as the destination of net direct investment 
nflows in 1966, but inflows to mining constituted significant parts of both the growth and the totals, 
‘ransportation equipment, pulp and paper mills and electrical equipment were among the manufacturing 
mdustries receiving large shares of the inflow. New petroleum and mining developments were important 
ecipients, but there also continued to be significant inflows for exploration and the development and 
‘xtension of established activities, 


Preliminary annual estimates of the flow of capital from Canada for direct investment abroad 
‘eveal an interruption of the period of net outflows which has been unbroken since 1950. The change 
‘rom an outflow of $125 million in 1965 to an inflow of $10 million in 1966 largely reflected a special 
‘ransaction involving the sale of its foreign subsidiary by a Canadian corporation in the petroleum 
industry. Canadian manufacturing activities in overseas countries were the largest recipients of capi- 
al, but a diverse group of other industries also participated. 


jecurity Transactions 
| Steps taken by the Government of the United States to improve its balance of payments position 
vontinued to have a significant influence on Canada's international security transactions in 1966, 
ither important factors were the emergence of historically high interest rates both in Canada and the 
mited States and the use by the Government of Canada, in accordance with arrangements regarding its 
xchange reserves made with the United States, of its authorization under the Financial Administration 
ct to buy from United States residents its own outstanding obligations and those of the International 
sank for Reconstruction and Development. In addition the Canada and Quebec Pension Plans both came 


} 


mto operation in January of 1966 providing the provinces with a source of long-term funds independent 
‘£ the capital markets, 

I 

| The inflow from transactions in portfolio securities between Canada and other countries declined 
m 1966 to yield an annual figure of $357 million, the lowest since 1962. The United States again was 
he sole net source of portfolio security capital while trade with the United Kingdom and other foreign 
Ountries gave rise to net outflows of $20 million and $81 million respectively. The sales balance with 
he United States amounted to $458 million, down by one-quarter from the previous years' $613 million. 


Pela 


Portfolio Security Transactions Between Canada and Other Countries 


Year 1966 
Net sales (+) or purchases 
(-) by Canadians 


1965 1966 10) EEAQ ime (0) IV Q 
millions of dollars 


Canadian securities: 


Qutstanding = Bonds ..ss... + 62 - 99 - ill - 24 = W50 = The 
Stocks aceon - 264 - jit qs - 42 =n 8 =) 43 
NEW EES SUIS Sipe iaensn) ela a.ane sole ae + 1,209 + 1,448 + 583 + 358 + 291 + 216 
Rett CMEMES ute lsisierersie's) oi saeee - 382 - 504(1) - 112(1) - 152(1) - 90(1) - 150 
Foreign securities: 
Outstanding issues ........ - 53 - 290(2) - 46 - 89 ei 47(2) - 78 
NeW USiSUCS PE. ius clore i Gietterete «Ore - 56 - 83 - 27 - ji - 40 - 9 
REELEeEMenES esas sets ore ols = + 25 + 16 + s + 6 + 3 ce 
Totals vale. COUNtEELES a cere + 541 + 3 5)/ + 377 + 50 + 4 - 74 
Wnared Staeces | < « c.walsis sere aus Gisie + 613 + 458 + 395 + 64 ary Si? - 33 
WimisCeG Katie COM eee recs + eadksncee ce se - 61 - 20 =t: 2 - 8 + 1 - 15 
OEMeES COUN GRE Sa srcte sic stores aie - 11 - 81 - 20 - 6 - 29 - 26 


(1) Includes purchases by the Government of Canada from United States residents of its own outstanding 
issues valued at par in United States funds at about $40 million (first quarter), $69 million 
(second quarter) and $31 million (third quarter). Additional smaller amounts of Government debt 
payable in United States dollars were acquired from resident holders who had purchased outstanding 
issues. 

(2) Includes purchases by the Government of Canada from United States residents of some $25 million of 


outstanding bonds issued by the International Bank for Reconstruction and Development (third quar- 
ter). 


It will be seen from the accompanying statement that the $184 million fall in the overall capi- : 
tal inflow between 1965 and 1966 resulted mainly from a $273 million increase in the acquisitions of 
foreign securities augmented by a $161 million swing from trading in outstanding Canadian bonds and an 
increase of $122 million for the retirement of Canadian securities. Changes having a reverse effect , 
were the increase of $239 million from new Canadian issues sold abroad and the decrease of $133 million 
for the repatriation of foreign-held Canadian equities. 


The proceeds from sales to non-residents of Canadian new issues during 1966 rose to $1,448 
million, nearly 20 per cent over the corresponding figure for 1965. The issues of provincial and mu- 
nicipal governments accounted in large measure for this rise with a 63 per cent increase over the 
rather low 1965 figure, to a record $627 million. Corporation bonds, while off a little from the pre- 
vious year's record, at $710 million contributed nearly one-half of the total proceeds of all new 
issues, Pulp and paper enterprises were the most important international borrowers during the year 
followed by the communications, petroleum and sales finance industries. Sales of new issues of Canadian 
common and preference stocks at $52 million in 1966 were unusually large with the significant feature 
being a rights issue by a manufacturing enterprise in the first quarter. 


Total offerings of $1,142 million to residents of the United States were the second highest on — 
record, somewhat below the $1,416 offered in 1965. It should be noted, however, that a proportion of 
the new Canadian issues placed with United States underwriters is frequently resold to residents of 
other foreign countries, Offerings in 1966 during the first two quarters kept pace with the high 
levels set in 1965, however, they fell off sharply during the third and fourth quarters. The first 
quarter produced an extraordinarily large bump in deliveries made up largely of undelivered offerings 
from the last quarter of 1965. This is in part a reflection of the joint request made in November 1965 
by the Canadian and United States Governments to defer until January 1966 the delivery of new Canadian 


issues placed on the New York capital market. Proceeds from new bond issues sold in the United States 
rose to $1,345 million in 1966 from $1,149 million in 1965. 


sa 


New Issues of Canadian Bonds Sold to Retirements of Canadian securities rose 


United States Residents substantially over the previous year to a record 
$504 million. Retirements of direct issues of 
the Government of Canada increased substantially 

Period Offer- De- Un- to $214 million and included an amount of about 
ings liveries delivered(1) $140 million (par value expressed in United 
States funds) repurchased by the Government of 
millions of dollars Canada in special transactions associated with 
adjustments of Canada's exchange reserve posi- 
Se OD 1028 ayil tion. Significant rises were also recorded for 
BOOS whieA ees 1,416 1,149 318 provincial and municipal bonds while retirements 
MCs Ss 5 Giarss 42 i345 Ta1K5, of corporation bonds subsided to a more normal 
level after the unusually high 1965 outflow which 
moo5*" TQ. 344 . 1263 132 had been influenced by the financial reorgani- 
Lis OF ee 282 Syl 103 zation of a finance company in that year. 
DRIER Ort 399 Zoe hint 218 
LY (QE0srers 391 290 38 New foreign securities purchased by Ca- 
nadians gave rise to an outflow of $83 million, 
1966 JOS 356 518 156 up one-half over the 1965 amount. Purchases of 
EL? QT 386 348 194 new United States securities more than doubled 
LT NOR 28 202 276 120 to $59 million. Included in this latter total 
Vie OES ete 198 203 eS are amounts associated with the expansion of a 
) foreign-controlled enterprise in Canada which 
(1) At end of period. has led to capital inflows into Canada which are 


recorded elsewhere in the balance of payments. 
A minor amount of the total represents purchases for Canadian accounts of "offshore" Euro-dollar bond 
issues floated by United States companies. These practically all occurred prior to the request by the 
‘Minister of Finance in March that residents abstain from such transactions, 


The capital outflow due to Canada's trade in outstanding portfolio securities moved to a record 
$520 million in 1966. This was slightly more than double the 1965 figure of $255 million, the previous 
high and was chiefly attributable to a sharp increase in the net purchases of foreign securities to a 
peak of $290 million. Acquisitions of United States equities continued to dominate this purchase bal- 
ance augmented in 1966 by purchases by the Government of Canada from United States residents of some 
$25 million of outstanding bonds issued by an international institution. The flows associated with 
transactions in Canadian bonds and debentures changed direction resulting in a $99 million capital 
outflow in 1966 in contrast to a $62 million inflow in 1965. Of the $99 million purchase balance, 75 
per cent occurred in the second and third quarters of the year. There were net outflows associated with 
-all classes of bonds with Government of Canada direct and guaranteed issues accounting for over three- 
quarters of the total. The net repatriation of Canadian equities in 1966 at $131 million was almost 
exactly half the 1965 total of $264 million, 


! 


After accounting for retirements, non-residents purchased a net $714 million of new and out- 
standing Canadian issues or the equivalent of 20 per cent of the net new supply compared with 24 per 
cent in 1965. In 1966 net new issues of direct and guaranteed bonds of the Government of Canada to- 
_talled some $410 million in contrast to net retirements of $62 million in 1965. However, non-resident- 
holdings of these issues were reduced by $264 million in contrast to no net capital movement in 1965. 
‘Net acquisitions by non-residents of other Canadian securities in 1966 were equivalent to 31 per cent 
of the net new supply compared with 24 per cent in 1965. 


A more detailed review of international security movements in 1966 will be found in the December 
issue of "Sales and Purchases of Securities Between Canada and Other Countries" (DBS Catalogue No. 67- 
(002) which also contains information relating to Canada's international short-term money market trans- 
‘actions, 
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(Other Capital Flows in Long-term Forms 


Canadian Government non-military assistance abroad in 1966 took the form largely of payments of 
the regular assessments by international organizations of which Canada is a member, official contri- 
butions, intergovernmental loans, subscriptions to the capital of international investment agencies and 
the extension or guarantee of export credits. Assessments and contributions both form a part of 
‘Canada's payments on current account, while other transactions, to the extent to which they give rise 
/to claims on non-residents, are mainly reflected as an outflow of capital in long-term forms. 
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Intergovernmental loans extended by Canada during 1966 rose to $11 million as amounts previ- 
ously committed for specific projects under the development loan program were drawn by the recipient 
countries. Disbursements are expected to grow in succeeding years as drawings so far constitute only a 
fraction of the aid made available. There were only negligible amounts of other intergovernmental loans 


Subscriptions to the capital of international agencies totalled $9 million in 1966 made up of 
three pieces; $1.8 million to the International Development Association, $4.5 million to the Inter- 
national Development Bank following the increase in Canada's quota and $2.7 million as an initial in- 
stalment of the Ganadian quota in the newly-established Asian Development Bank, The subscriptions to 
the two latter organizations were paid partly in United States funds and partly in non-negotiable, non- 
interest bearing demand notes. The latter create an increase in the Canadian dollar liabilities of the 
Government of Canada which is reflected in item D 14.2 of the capital account. 


During the year Canada received repayments aggregating $24 million on intergovernmental loans 
extended earlier, more than twice the previous year's $10 million, The increase was due to a $19 mil- 
lion repayment of principal by the United Kingdom in December on the 1946 loan. In 1964 and 1965 no 
repayments were received as the British availed themselves of the waiver provisions applicable to the 
loan. As in 1965 most of the other repayments in 1966 were from India and Belgium as the amounts which 
would otherwise have fallen due in 1966 from France and the Netherlands were prepaid in 1962. In ad- 
dition to the repayments of principal there were receipts of $26 million on account of interest in 1966 
which form a part of the item in the current account covering Canada's receipts of interest and divi- 
dends. 


A further annual maturity of U.S. $30 million of the medium-term non-marketable United States 
Government securities acquired by the Canadian Government in connection with the Columbia River Treaty 


. 


? 
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arrangements occurred in November and resulted in an inflow of $32 million expressed in Canadian funds. — 


Holdings of these securities stood at U.S. $143.9 million at the end of 1966. 


Detail of Long-Term Capital Transactions n.i.e. 
Item D13 
Export credits(1) Finance 
Year and quarter com- Other Total 
Advances Repay- Net panies (2) 
ments 
millions of dollars 
DOIG 3 oper yore aier hate iol Mae Cees ec chetetere - 107 cp OS = of 2 “fila! + 75 + 14 
TRON GYAEN Ce oe aR mae spotekcde dene ein. tate obs tehc le ichetebe tse he = 632i ie PSY - 164 - 6 + 116 - 5% 
1965 Coos eerereaeosecses @eecerenecvecr eveves oe = ow + 65 ~ 187 _ 3 + 54 = 136 
MOTs ite aAe Rial d tesla oo Sighs see atacs Domes Ate RAC - 256 i PALS} - 43 - 9 - 62 - 114 
1964 MOUS ster crets Rie ete eveva ere ore atstelasiets eis oe - 38 + i > pil + 4 - 10 - 37 
TSIM ong neerewienens ators stare eve «toes ois ater == 5 ape 74! - 52 + 6 + 325 = 2 
NSPRLBO te otprvichets tats ielaleio e eheeicheiers ens scree Fs =) 123 at ay: - 46 - 14 + 85 + 25 
Vig) cdots tc petiete ose > mtete h¥cteetete so tetelietetene - 85 50 - 35 = &2 mye site - 2% 
1965 OR oe ert eee atere e Slo ee Sietstste sists. - 59 ap des - 42 - il +. 50 + if 
POU Se eeiatetete ciolatevei ors siete lS aia - 74 ates - 61 - 6 + 5 - 62 
TSU REO a nd ne ee Sra Relate aac le re 4 - 76 Sp fee - 54 set - 2 = 52 
IV Qe aa ce eee ee ereeerevese = 43 + 1S} = 30 = + it = 29 
1966 EUR) Seaeeret chet cians cicvalavatatte ereee eore0e so A5 + Ze. = 23 — = 6 be) 29 
DUO re rcteteces aisioies a Sets I ALS Paes i DS, nie | he srl 7 - 4 te 2 + 15 
IRE LOL Ce, ars eereeereres eorerererers = 84 + 48 = 36 = 3 + 5 = 34 
DIES sie a Med Sted ca aan Unies a = haze + 71 = 5 adh VY - 63 - 66 


(1) Export credits from Canada directly or indirectly at risk of the Government of Canada. 
(2) Finance company borrowing not included in items Diy Sy 4, Sy 17.3 or 1724. 
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The remaining capital movements in long-term forms in 1966 led to a net outflow of $114 million 


mpared with outflows of $136 million and $54 million in 1965 and 1964, respectively. As can be seen 


tng of Canadian exports fell sharply in 1966 to $43 million, This resulted from a threefold increase 
1 repayments over the previous year. Transactions relating to wheat sales to Sino-Soviet countries 
2re of prime importance with new credit extensions continuing at a very high level of $191 million 
iile repayments jumped $130 million above the 1965 total to $152 million, Non-resident holdings of 
yecial types of long-term finance company debt not included with direct investment or the security 
ata decreased by $9 million in 1966 while all other types of long-term capital transactions which 
iclude bank and other long-term loans, mortgage investments and movements of insurance funds resulted 


1 an outflow of $62 million. The largest part of this outflow reflected repayment of bank loans associ- 
ced with the financing of export credits. 


apital Movements in Short-term Forms 


Capital movements in short-term forms (apart from changes in official holdings of gold, foreign 
schange and Canada's balance with the International Monetary Fund) led on balance to a net capital 
_—" of $325 million, a swing of $852 million from the $527 million inflow recorded in 1965, 

i Canadian dollar deposits of non-residents in all three main geographic areas rose in total by 
11 million over the year with increases of $17 million and $4 million in holdings by residents of the 
iited States and United Kingdom respectively, and a decrease of $10 million in holdings by all other 
on-residents, 


At the year-end, deposit liabilities to non-residents aggregated about $580 million with resi- 
ants of the United States, the United Kingdom and other countries holding some $365 million, $75 mil- 
ton and $140 million respectively. 
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Government of Canada demand liabilities payable to non-residents increased by $5 million in 
166, The amount outstanding was somewhat more than $33 million, mainly in the form of. interest-free 
mand notes issued to international investment agencies, 


Holdings by non-residents of Canadian treasury bills decreased by $15 million during 1966, 
ywever trading by non-residents in these instruments increased substantially over 1965 - often for the 
nek-end employment of funds, The significant factor in the decrease was the reduction of the holdings 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 
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1965 1966 
Transactions with all countries 1964 1965 1966 
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millions of dollars 


7.1 Bank balances and other short-term 

| funds abroad (excluding official 

See VOR Caet He» Oo. UNG. As dele Hdiece b= 52829438 (4 587 =) 99 - 165 - 9 - 299 - 114 

We2 Canadian commercial paper, etc. ..... - 11 + 10 - 2 - $2) onset CI) bt woe 

".3 Canadian finance company paper ...... +196 - 162 - 9 him) O5 eas PR TS oe OS Ee 

'.4 Canadian finance company obligations, 
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ie Be miobiver it rgndactiicns (1): aties dss :40h 246 4) 287 04 119 + 243% BS ib 39 we 125. 4 238 
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19) Includes changes in loans and accounts receivable and payable, and also balancing item represent- 
| ing difference between direct measurements of current and capital accounts. 
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The largest volume of transactions continued to be in Canadian finance company paper (includi: 
that of the financing subsidiaries of manufacturing and retail enterprises). There was, however, a 
sharp drop in the net outflow from $162 million in 1965 to $9 million in 1966. In contrast to the pre 
vious year there were inflows in both the first and fourth quarters of 1966 while the outflows charac 
teristic of 1965 were evident in the middle two quarters of the year. The accompanying statement show 
revised data since December 1963 of short-term paper borrowing by Canadian finance companies both fr 
residents of the United States and from all other countries. After reaching a peak in September 1964, 
United States holdings declined with only a minor aberration up to the end of September 1966, then 
edged up slightly at the year-end. In contrast, within the last two years, other non-residents have 
become significant holders of these instruments accounting for over one-quarter of all non-resident 
holdings at the end of 1966. At December 1966 the $307 million of non-resident holdings represented 
almost one-third of the total short-term paper issued by Canadian finance companies. 


Holdings by Non-residents of Short-term Transactions in other finance company 

Canadian Finance Company Paper obligations of a short-term nature (which in- 
clude borrowings from foreign banks and advances 
from parent companies) led on balance to an 


Reaidents Residents inflow of $153 million, about three-quarters of 
i terre ofabl All the 1965 inflow. In addition there were, of 
Month end United other non- course, other finance company transactions not 
cpatas foreign residents identified separately which have been included 
countries with capital movements in long-term forms, nota- 
bly in new issues and retirements of Canadian 
millions of dollars securities. All in all the international bor- 
rowing of these companies in 1966 led to an 
1963 - December 280 2 282 ageregate net inflow of about $210 million. Net 
inflows of $110 million were recorded in both © 
1964 - March ... 387 2 389 the first and fourth quarters and a net outflow 
AREA) SAS 490 1 491 of about $10 million occurred in the second 
September 493 Z 495 quarter. 
December 476 2 478 
International transactions in Canadian 
1965 - March ... 440 4 444 commercial paper (including bankers' acceptances 
dite Bart a 418 24 442 led to a net capital inflow of $11 million in 
September 338 43 381 1966 following an outflow of $15 million in 1965, 
December 268 48 316 The gross volume of transactions in these instru- 
ments (especially bankers' acceptances), althoug 
L966 7="March ys. . 293 46 339 not available for publication, appears to have 
June 2713 61 334 expanded considerably in 1966, usually for very 
September 222 ey PAYS) short-term employment of the funds. Non-residen 
December 226 81 307 reduced their holdings of other short-term paper 


(including notes of banks, mortgage loan compa- 
nies and municipal and provincial governments) by 
$13 million in 1966. The volume of transactions expanded rapidly, almost tripling the 1965 total. 


A primary factor influencing these international flows is the extent of short-term interest 
rate differentials between the major financial centres of the world. Other factors impinging upon 
instruments negotiated in this money market are term, currency, credit risk etc., as well the character, 
requirements and relationships of lenders and borrowers. Hence when considering this market, and its 
capital flows, a wide variety of interest differentials could be appropriate; treasury bill yields are 
one such measure for which published figures are readily available. : 


Before provision of forward exchange cover the yield differential on 3-month Canadian and United 
States treasury bills (on the United States quotation basis) varied from a 57 basis points spread in 
favour of Canada at June 24th to 63 basis points in favour of the United States at September 23rd. a 
Yield differentials with forward cover were far more substantial ranging from an 86 basis point advan- 
tage for the United States bills during the first week of the year to a spread of 57 basis points in 
favour of the Canadian treasury bills at June 24th. It will, of course, be noted that while protected 
interest rate differentials provide a major incentive to the movement of arbitrage capital other con- 
siderations including the handling costs of such transactions are usually sufficient to offset the mo 
narrow differentials. At times, too, investors may choose to accept the risk of exchange rate fluctu 


ations or may have requirements which do not involve repatriation of matured bills into domestic cur- 
rency. 
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While treasury bill yields are indicative of the movements of short-term interest rates, the 
ulk of non-resident short-term funds are invested in other money market instruments, particularly 
vanadian finance company paper. Yields on these instruments which are, of course, normally above treas- 
ry bill yields had advanced sharply in 1965 following the collapse of a finance company in June of 

hat year and also influenced to some extent by the balance of payments measures taken in the United 
tates. Interest rates paid by the large finance companies for 3 to 6 month paper started 1966 at 

-bout 6 per cent. With the availability of credit becoming more difficult throughout most of the year 
hese interest rates rose to 6 1/2 per cent by the year-end. 


| Long-term interest rates increased in both Canada and the United States in 1966; the rise in 
vanada being significantly larger over the year as a whole. Differentials on representative long-term 
jovernment bonds in the two countries varied from a minimum of about 1 per cent in June to about 1 1/3 
er cent in December. Common stock prices in Canada (as measured by the D.B.S. Investors Index) dropped 
bout 12 per cent during the year. United States common stock prices (as measured by Standard and 
toor's "500" Index) moved down 13 per cent over 1966. 


An increase by Canadian residents of their holdings of bank balances and other short-term funds 
‘broad produced a net capital outflow of $587 million - a swing of almost three-quarters of a billion 
tjollars from the inflow of $138 million in 1965. Substantial increases were recorded in all quarters 
xcept the second, with that in the third being especially large. High interest rates in the Eurodollar 
iarket and later in the United States money market, were factors in these movements and together with a 
-iscount on forward Canadian dollars in the first half of the year, led to large increases in swapped 
leposits of residents referred to earlier. Uncovered deposits also rose for a variety of reasons, 


All other capital movements, such as changes in short-term loans and accounts receivable and 
vayable, led to a net inflow of $119 million in 1966, well below the level of recent earlier years. 
jank loans and increases in intercompany liabilities were the largest sources of these inflows. There 
ire some grounds for believing that the quarterly pattern of this group of movements may have been 
.nf Luenced by real and documentary floats arising from strikes in producing and transportation indus- 


ae? in Canada and abroad in 1966, 


\fficial Holdings of Gold and Foreign Exchange and Canada's Balance with the IMF 


Official holdings of gold and foreign exchange were reduced sharply during 1966, but there was 
some increase in Canada's balance with the International Monetary Fund, so that Canada's net interna- 


sional monetary assets in these forms fell on balance by $359 million, in contrast to the increases 
thich occurred for several years previously. 


The decrease in official holdings of gold and United States dollars during the year amounted to 
5461 million, expressed in Canadian funds, while corresponding holdings of sterling, which are confined 
:o working balances, were little changed. Official holdings of gold and United States dollars expressed 
n terms of United States funds, amounted to $2,236 million at the year end, $429 million lower than at 
the beginning. Declines occurred in all but the month of November. During each of the months of 
fanuary, February, June and July the Exchange Fund Account sold $50 million of gold. These transactions 
-ncreased modestly the international liquidity situation but did not in themselves affect the total 
evel of Canada's official holdings of gold and foreign exchange. 


Canada's so-called "gold tranche position" with the IMF, together with loans made under the 
yeneral Arrangements to Borrow, amounted to $448.5 million, expressed in United States funds, at the 
and of the year, having increased by $95.1 million during the year. The total represents the net 
resources made available by Canada to the IMF and may be drawn by Canada virtually automatically on 
statement of balance of payments need, although Canada would then be under an obligation to restore the 
figure to 25 per cent of its quota which is currently $740 million, i.e. to $185 million. 


. Accounting for about half this increase was the enlargement of Canada's quota in the IMF, which 
jave rise to the payment by Canada in the second quarter of $47.5 million in gold in terms of United 
states funds and to an increase in Canadian dollar liabilities to the IMF of $142.5 million, again in 
terms of United States funds. The Canadian dollar equivalent of the gold payment is reflected as a 
reduction of Canada's official holdings of gold and foreign exchange in item Hl, and as an increase in 
jvanada's balance with the IMF in item H2. 


The remainder of the change arose from net drawings of Canadian dollars by other countries, 
nade up of drawings by them aggregating the equivalent of $459.9 million in United States funds, and 
cepurchases by them of their own currencies with Canadian currency equivalent to $412.3 million in 
Inited States funds. Prominent among the totals were drawings by the United States. As described in 


te 


earlier reports, these Canadian dollars are resold by the United States to other countries wishing to 
make repayments to the IMF. Insofar as Canada is concerned, therefore, they are largely technical 
having no lasting effect on Canada's balance of payments since the repayments of Canadian dollars to 
the IMF by other countries offset the drawings of Canadian dollars from it by the United States. 


It will be noted that Canada's official holdings of gold and United States dollars, together 
with Canada's net creditor position in the International Monetary Fund (Canada's balance with the IMF 
less Canadian quota payments in gold aggregating $185 million), amounted at the end of the year to 
$2,499 million expressed in United States currency. This represented a reduction of some $381 million 
from the beginning of the year. It will be recalled that in January, reporting to the House of Commons 
on balance of payments arrangements between Canada and the United States, the Minister of Finance noted 
that while Canadian reserves must be expected to fluctuate from month to month, the Canadian Government 
would consider it appropriate that such fluctuations take place at a figure somewhat lower than the mid- 
1963 figure, say, approximately $2,600 million in United States funds. Consistent with these arrange- 
ments the Government repurchased in the first half of 1966 about $109 million of its outstanding United 
States dollar bonds which were held in the United States. Further purchases of $31 million arranged in 
the second quarter were delivered in the third. These special repurchases have been recorded in the 
balance of payments statistics as retirements of foreign-held Canadian bonds. In the third quarter the 
Government also availed itself of the authority it had obtained to purchase outstanding securities of 
the International Bank for Reconstruction and Development held by United States residents. Purchases 
in the third quarter were of the order of $25 million and brought the direct operations of this nature 
during 1966 to a total of about $165 million; additional smaller amounts of government debt payable in 
United States dollars were acquired from resident holders who had purchased outstanding issues. 


United States Dollar in Canada Exchange Holdings and IMF Balance 
Official holdings » 7h tenes 
Period High Low Close pees End of iod op eels, gua aria date 
average > igh = United States Moca 
dollars o 
Fund 
Canadian cents millions of United States dollars 

1964 III. Q .. 108.22 HO i7 ropes Oma OF/2250 107.87 TS6GNILEAOLSte.a 23625 80 
TVELO: “eves LOW 63 LOF SZ mmLOs238 107.46 IW @ sones 2,674 197 

1965 TOrr LOS AS: Oia LOT 977 LOTS TE 1965 INO) seicrdc 2,554 240 
PE OR em lOSe386 LOT Zan LOS Se 108.04 IIE WO eogat 2,480 327 

TICE (0) a, AMOK RESKO, KOS S3 LOW 59 107.94 DRELEO™ Sareea 2,614 403 

EV LO a LOT AS 107,384 107250 HOSS VE Olterterete 2,665 355 

19667 ee LAO core nll ok HOW. SA eye? 2 107.58 1966 1") Gopoe 2:59.40 379 
UAC 10) os WMO 7/ teks: O73 Be lO7 253 HOWGT RO Ban A 2,342 438 

VIMEO) GC HOWE TKE: 107.34 107.78 107.54 AICS Umer etatere 2,244 457 

LVEOne lO Seek LOT S78 108538 NOS sales LV#Qge. oe 2,236 448 
October: y.: 23223 457 

November .. 2,242 452 

December .. 2,236 448 

Note: The table of exchange holdings does not include holdings of the Government of Canada at December 
at 3268 of $144 million of medium-term non-marketable securities of the United States Gov- 
nment, 


acquired in 1964 in connection with the Columbia River Treaty arrangements, 


< 93 «< 


Canada's Accounts with the International Monetary Fund 


Canadian liabilities = IMF holdings 


of Canadian dollars 


Canadian assets 


Transactions Transactions ae 
Period Sibas Total Subs- Net drawings Net drawings Sales of Total balance 
exipe PE al Pee crip- of foreign (-) of Cana- Canadian liabi- with 
ibn (GAB) tions onerenelis dian dollars dollars lities IMF (1) 
(Quota) and bye Canada by other to IMF 
loans countries for gold 
millions of United States dollars 
1947-61 550.0 550.0 a 28.5 - 99.6 Tye) 33739 2a 
1962 550.0 300.0 310). 3 688.2 SS Gee 
1963 ORO = /9.7 608.5 =) 505) 
964 130) 565.0 15.0 - 166.0 - 99.0 9.0 367.5 LOWS 
965 3520 600.0 352.0 - 183.4 LS 246.6 S50 cc 
ae 190.0 790.0 142.5 - 47.6 341.5 448.5 
966 ud 600.0 mi 2D Digi 378.9 
LEQ 190.0 790.0 TAZ 5 - 11.9 351s 438.3 
21T.:Q 790.0 Ss 7 333/40 457.0 
IV Q 790.0 Sie5 341.5 448.5 


(1) This is a cumulative measure of the net resources provided by Canada to the IMF. The Canadian 
dollar equivalent of the change appears as item H2 in the balance of payments statement. Canada's 
net balance with the IMF, when positive, represents the so-called "gold tranche position" plus 
borrowing under the General Arrangements to Borrow (GAB). This may be drawn by Canada virtually 
automatically on statement of balance of payments need, but Canada would then be under an obliga- 

tion to restore its net balance to 25 per cent of the Quota. 

fote: The statement is expressed in terms of United States dollar equivalents in accordance with the 

IMF practice. Since members are obligated to maintain the gold value of the IMF's holdings of 

their currencies, from time to time there have been adjustment payments between the IMF and Canada 

in Canadian dollars arising from changes in the exchange rate. These transactions are not re- 
flected above because the series are shown in United States dollar equivalents, and do not appear 
in the balance of payments statements because only the change in Canada's net asset is shown. 

The adjustment transactions affect the Public Accounts of Canada. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1965 are preliminary and data for 1966 are subject to revision 


1964 1965 
IV I ele A iat IV 
millions of dollars 
A Current receipts: 
1 Merchandise exportse(adiusted) sss. ee. tach eceecns-.ceceeerne era 228 1,826 Pre Syik Ze208 2,465 
3 Goldsproductiontavablablemtor CXpOnhe sn cepecetee cece rrceeeecerre: 35 85 34 35 34 
4 TRAVEL CX DENOMUT CS oy eee eee a ete et ee ee eee ees 1 63 158 415 ails 
5 THERTER ET AIG CLVIG CILC SS Meine cee ee res etree creer ete iGab 67 if) 70 100 
6 Fireiigh trarGes hip iiey.maee enc seeee eax. meen cae der ererers remem tnc uc ity/at 143 Ny 181 07/7) 
7 Inheritances!and. immigrants’ fumGs. eas. meiasesccess tee peters 44 42 55 63 Sil 
11 Mo themcurrenitareGenpes eset t.. sto cee nite oe acre eee ee 148 155) 156 159 170 
12 Totalscurrentiteceipts a. Sys ae sai. ee ee ee 25739 Pogesioul, 2,839 3,186 3,108 
B Current payments: 
1 Merchandise imports: (adjusted) cece esc seceeessarcetveerercstsereenstesceens 1,968 1,865 2,218 2,102 2,442 
4 EAE IRON CLLGL DDC cece oar ane ree nr hS}7/ yz. 210 Aaj ih 146 
5 Ub erect cand Ci ViGends cn... cc, totes a oe a rama: Re 333 240 252 230 349 
6 POPS U EEG Pens UL POUT Beep ck ce cacca ccs nice sncne see ea Penh ac Sne cpp tee sae bosses enac asec saute eesene ss 181 WDE 198 204 198 
i Inheritanees and emigrants’ funds sew ce.n cee cracc cee 56 43 49 61 58 
9 Ofte mlaconwinmnoncme eee ee eee ee eee ES (3) 20 ot 18 
11 Alisother current payments. sce etenmacuctiweh ace ee ee 241 248 Zoe Zoi 261 
12 Total current payments .........:cc-sceveccrvecsneesvesctessonsessesenvectevesviedeseereteeessze 2R93) 2 heO 3,199 3,150 3742 
Cc Current account balance: 
1 Menchandicertra dele. ewe, etn te ert ee rn te eer ae, + 160 =. 39 - 27 + 16t sme > 
2 Ojhenbransactions excluding Bio. es ste ee ee - 287 - 333 - 313 - 94 - 369 
3 Om@betalucont i piuthone ve. cree ast teee er ie es eer ee eas =" 19 - 23 = 20 - 31 - 18 
4 SLATES 27 the ara a MEO tec Bal Mele h cae ie se are - 146 = 395 - 360 0 - 364 
D Capital account: 
Direct investment: 
1 DirecteinivestmententGanadar ..c.sa.e erences ae ch ettec eee Reet er + 102 fan 70 + 126 Ameo + 113 
Dinect inves tmentsabnoddmme cee. eee. meee ne. Heaton oe erence -s Al > At 2 m los ~ p28 
Canadian securities: 
3.1 Trade in outstanding bonds and debentures ..ccceccecscecssescesseeseeseessee tp Age + 4 Fis a Sul a 
Sa0 Trade in outstanding common and preference StoCkS ...eeccccceceee--. - 40 = 91 - 83 - 28 - 62 
4 INC WIRLSSUC Statens. een CN rire RR ech ally hr 7 + 531 + 283 + 321 + 294 + 311 
5 Retirements: sa. steer eck ere oS Signa eng Le ea eet - 95 - 68 - 178 - 56 - 80 
6,7,8 MoneioneSe CUnitest eyecare aac toe crc aten eee Bn ee - 10 - 38 - 8 =. 923 = 15 
Loans and capital subscriptions by Government of Canada: 
9 IAGV BOCES; iCUCr | 7 me mremtr re enn eee centr tle, ce ene ote = 8 S = = See 
10 Repayments ow ana dae rons cstasc: art rican ey ee a 4 & ae) a ih + 2 
11 Columbiagkivier“Mneatyameb ns. 2 nc ccc eee see - - - - + 32 
13 Mong-tem capital transactions miesns.. ee sees a al + 7 - 62 =) 2! - 29 
Change in Canadian dollar holdings of foreigners: 
14.1 Wie D0 SIS Becerra en cc et + 53 + 38 - 37 - 19 + 49 
14.2 Government of Canada demand liabilities + 3} - 1 - 4 - 5 + 12 
14.3 Canadian treasury bills Se + 27 - 10 - 2 - 3 
17 Other capital movements = 33} + 131 278 - + 73 
E Net capital movement (excluding monetary items shown below) in 
1 MOngearennaronns: (MActOmO lis curs ten tue rare ene ae eee + 472 + 128 + 134 + 216 + 235 
Storbatenn torn s(D V4 tar D'T so fn mercies bnew lesan eccee, - 145 +7195 e227 - 26 age 
3 Mink alert cea RO sc MO SE Se + 327 + 323 4361 + 190 + 366 
H = C+E| Official monetary movements in the form of: 
1 Change in official holdings of gold and foreign exchange oo... + 54 - 118 ~ 9 92 + 144 + 55 
2 Change in net International Monetary Fund poSition c.cecccccccccscceseeseses + 127 + 46 + 93 + 82 - 53 
3 Other special international financial assistance oocccccccccccccccscceseseesesees oe = a ine = 
L ee 


Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A | omieaeseonig trade statistics are adjusted for use in this statement. Detai j i 
te ; . Details of these adjus 
B 1) the annual reports on ‘‘The Canadian Balance of International Payments”’. ee ee ara 


: ih poe item includes government transactions n.O.p., personal and institutional remittances, miscellaneous income, 


insurance transactions, and business services. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1965 are preliminary and data for 1966 are subject to revision 


1966 Annual totals 
—————EeSeSeSeSeSeSeSeSSSseF 
UE 1 eee IV 1963 1964 1965 1966 No. 
millions of dollars t 
A 
aay 2,586 2,682 2,790 7,082 8, 238 8,745 10, 270 1 
34 29 30 32 154 145 138 125 3 
74 184 455 27 609 662 747 840 4 
67 69 46 TEZ, 230 33:2 310 294 5 
154 174 193 178 563 644 673 699 6 
44 68 81 63 IESyIL 169 2a 256 7 
166 7S 196 203 473 5)5\// 640 738 11 
25.751 375283 31085 $35 510)5) ) Ao 10,747 11,464 NS 7a 12 
B 
2,213 2.879 2362 2,716 6,579 7,537 8,627 9,890 1 
188 240 314 158 585 Yee VLE, 900 4 
260 264 239 415 860 1,010 les 7/ab 7s 5 
59 201 213 200 648 679 755 Us 6 
36 44 60 56 186 201 211 196 7 
33 14 87 33 65 69 92 167 - 9 
267 270 BYR 291 881 963 OZ LOM La 
3 L516 Shr (oyi ls} 35 OV/ 3,869 9,804 lal Weal 2), 547 14,205 12 
Cc 
- 1 + if + 300 ap fh a S03) ae 701 + 118 ar 380 1 
— 37 1 - 323 = Si] - 405 - 980 - 1,056 - 1,109 =we, LOG 2 
- 33 - 14 - 87 - 33 - 65 - 69 - 92 - 167 3 
- 405 - 330 an ALILG - 364 - 542 - 424 - 1,083 - 983 4 
D 
+ 120 ap ISO) + 145 ap 405) + 280 + 270 te 405 + 660 i 
- 15 - 40 arp SO =e =e 35 - 95 - 125 at 10 2 
- ill - 24 = 80) - 14 ap Sl) oF 77 oF 62 - SY) 3.1 
ee 13 - 42 SS - 43 =- 170 - 98 - 264 - 131 3) 
+ 583 + 358 sp SII ap BIL + 984 ap Oe, ae ths AOS, + 1,448 4 
- 112 - 152 = 90 cs 1b 310) - 404 - 382 - 382 - 504 5 
- 70 - 90 - 114 - 83 eee 2 - 52 - 84 —  oey7/ 6,7,8 
- 6 - 3 - g - 2 - 18 - 10 - 14 = 20 9 
2 2 AF 1 qe ALY) ip 2S) ate 10 te 10 te 24 10 
- - - a Ba - at 54 ap 32 ar 32 11 
- 29 ae ALS - 34 - 66 Le - 54 ~ 136 - 114 13 
YS - 7 ae ZAG: sp OS Gm ho: a2 28 ar oul =F al 14,1 
- 6 - 2 se 5) ape <F iL - af 2 aF 5) 14.2 
- 8 - che Z - 9 = 27 - 16 3e 2 - al) 14,3 
= 153 a5 8 - 425 + 244 SA. - 45 + 482 - 326 17 
E 
+ 449 + 214 ap LS ae ey) 1 O37 a O20 aF 7203) + 949 1 
- 182 - UL - 398 e256 ze onl - 33 aE BATh - B75) 2 
+ 267 ees - 201 + 345 + 688 ata 787 + 1,240 se 624 3 
H=C+E 
- 166 ap 1S - 105 - 10 + 60 + 86 - 14 = 462 1 
i) 28 + 64 ap ZAG - 9 + 86 a2 AIL =e 168 + 103 2 
a = = fd = = = = 3 
Dae 
| Notes: D A minus sign indicates an outflow of capital from Canada. 
D 1,2 Exclusive of undistributed profits. 


D 17 This item includes mainly changes in private and chartered bank holdings of exchange, international money market 
transactions, loans, and changes in open account commercial indebtedness. It also includes the balancing item 
representing unrecorded capital movements and errors and omissions throughout the accounts. 


H 3 Aminus sign indicates a receipt by Canada. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


FIRST QUARTER 1967 


Canada's deficit on international current account transactions of $340 million in the first 
uarter of 1967 was $65 million or 16 per cent lower than $405 million for the corresponding quarter 
£ 1966, but was about the same magnitude as the average first quarter deficit for the sixties. Total 
‘eceipts from the sale of current goods and services to the rest of the world gained $451 million or 
6 per cent from $2,751 million to $3,202 million between the first quarters of the two years. Total 
‘ayments did not rise as much over this period, increasing by $386 million or 12 per cent from $3,156 
wllion to $3,542 million. After allowance for normal seasonal variations, the improvement in the 
urrent deficit from the final quarter of 1966 was also notable. Further references to seasonally 
djusted estimates are found in a later section of this report. 


The net inward movement of foreign capital totalling $327 million almost fully covered the 
surrent account deficit for the first quarter. As in the recent period, except the 4th quarter 1966, 
che capital inflow in long-term forms predominated in the January - March quarter; and in extension of 
che course during 1966, Canada's official reserves declined slightly. 


Summary Statement 


1966 196 
1964 1965 1966 f 
iby 0) Arak el Ome y aC IQ 


mihi Ons sOLedollars 


Merchandise trade balance ....... ; Se ar WO =r 118) + 380. - I Gr TE So SOlO Gey SE hy 
Yeficit on non-merchandise Pe eheac clans ~ Ge = 1 20st oo SGSee = 404 ae SSF ya) 184 0 orhkIS~ “SF 
Merent account balance ....s....e. eee eT BSE) oy 1 BOSS) wee Be O830 wm 405.) 5330), bed LO ae oe She oa bGaO 
Mepitcal movements(1) ...<.sseeses Apiceer Ae + 187 + 1,240) be 9624.94 26% +2135 =4201 «+ 345) 327 
Hone-term fortis .....cs:..- A a + 820 + 713 + 949 + 449 + 214 +197 + 89 + 266 
BOGE terms LOLMS! 51. <n)> pais leteyeie.s SO es Baa 527 viz S2OueR O27 i Lt.= 398 +256. 61 
Shange in official holdings of gold, 
foreign exchange, and net balance 
with International Monetary Fund .... + 363 + 1, i 3a9etedd38) c.diJwas; .851te> 4boieeawe 


(1) Excluding change in official exchange holdings. 


Merchandise Trade Surplus Expands 


As the deficit on non-merchandise transactions widened slightly from $404 million to $417 
million between the first quarters of 1966 and 1967, the improvement in the overall current balance 
originated wholly from merchandise trade. From a deficit of $1 million, the balance on merchandise 
trade changed to a surplus of $77 million in the January - March quarter of 1967. Geographically, 
about three fourths and one third of the improvement in the current account deficit arose from Canada's 
transactions respectively with the United States and the United Kingdom, A small decline in the 
current surplus with other countries resulted from a deterioration in the balances with other countries 
in the sterling area and in the OECD group in Europe, offset by a sizable increase in the surplus with 
the remaining countries. 


| 


Merchandise exports expanded $401 million, or 18 per cent, from $2,212 million to $2,613 
million, the highest total for the first quarter of the year. Merchandise imports increased $323 
million or more than 14 per cent from $2,213 million in the first quarter of 1966 to $2,536 million, 
which was also the highest total for the January - March quarter. Fairly small adjustments to the 
recorded trade totals for balance of payments purposes, which constituted net deductions from exports 
but net additions to imports, had the effect of reducing the Trade of Canada surpluses in each of the 
first quarters of 1966 and 1967. 
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Summary of Current Transactions with the United States, United Kingdom and Other Countries 
First Quarter 1966 and 1967, and Changes Between the Periods 


SS a LL ae ee a ah ah cal ae 
1966 1967 Change 1966 1967 Change 


cece i arcs a iea nie caninitiall imnDroainiainn aE 


millions of dollars 


All Countries United States 
Merchandise exports (adjusted) ..-.s-ceeee, Des Doe DOS, + 401 1353 1,659 + 306 
Merchandise imports (adjusted) ......eeeeee DE2AS 25536 +°323 1,645 1,894 + 249 
Balanceson merchandise Eradeoeics cle + ssl soe - 1 se hil + 78 = 92 eS) a 5) // 
Other current receipts ...ccccccccccccrerss 539 589 ie oe So 350 + Rg 
Other current payMents ...-cccccecsccccsecs 943 1,006 + 63 645 672 ap ii 
Balance on non-merchandise transactions ... - 404 =, Fila = als! a Sh ilréi = Bee = 8 
ROCA GECEI pt ste acts letereyolersie sielslersleie olelss ccve's Ds Heo Bh AQ + 451 1,684 2,009 + 325 
LOCAL (PAyMentS  sccvccseceacsocvece case's 0.5 Selo 6) Sh + 386 2,290 2,566 + 276 
CGrrenteaccCountebalanCemec ceicmic siciere eleletereveiele - 405 - 340 + 65 O00 = S3537/ + 49 
United Kingdom Other Countries 
Merchandise exports (adjusted) ...........- Die 287 + 15 587 667 + 80 
Merchandise imports (adjusted) .......... a 149 153 + 4 419 489 + 70 
Balancesonsmenchandise jtrade fies c.celec cele s ap ALAS) + 134 + 11 + 168 + 178 + 10 
Other current “receipts ies. $040 o's te as ses 78 85 ie 7 130 154 “ae 
Oeherecurrent. DPAYMENtS .<scccs es esa ce sexes 6 95 91 - 4 203 243 + 40 
Balance on non-merchandise transactions ... = ILy - 6 + ll —/S = OF == 6 
ECC ACCEL DCS Wiss ceie wis'ss aisielcw sists e's eee ees 350 SY + 22 Pld 821 + 104 
Total payments ecoeoeeoereeoseer eer ee eoeeereeseevoee 244 244 - 622 732 + 110 } 
Currenteaeccount: Dallan@el ia cs ste slaicie clots eae atele + 106 + 128 + 22 + 95 + 89 - 6 


Some relevant information on the basic trade statistics which became available recently has not 
yet been used to revise the balance of payments estimates for 1966. In conformity with the usual 
practice, revisions to 1966 estimates will be carried out and published in the report for the second 
quarter of 1967. Revisions in the amount of nearly $60 million, consisting to a large extent of auto- 
motive products exported to Latin American markets in 1966 have come to light, as also has a developing 
lag during the year in the receipt by DBS of import documents from an important port. The full impact 
upon 1966 of the retardation on the imports total is not now known but is believed to be substantial. 
Notwithstanding the offsetting nature of these factors, their net effect would likely be to signifi- 
cantly reduce the merchandise trade surplus for 1966. 


On the basis of incomplete commodity details for the first quarter of 1967, it is estimated 
that motor vehicles and automotive equipment accounted for well over 40 per cent of the $401 million 
gain in merchandise exports. Other commodities contributing to the expansion included fish products, 
vegetables, non-ferrous metals (notably copper), crude petroleum, lumber, wood pulp, newsprint, agri- 
cultural machinery, communication equipment, aircraft parts and fertilizers. Exports of some commod- 
ities, such as meat, flour, and fron ores were lower in the first quarter of 1967. It is expected 
that when detailed information becomes available, automotive products would represent more than 40 per 
cent of the $323 million increase in merchandise imports between the first quarters of 1966 and 1967. 
It would appear too that the deficit in the trade in automotive products has narrowed between the two 
periods, Gains which occurred during 1966 in the imports of textiles and other materials, machinery, 
equipment, aircraft, and many consumer goods, continued in the January - March quarter of 1967. 


Deficit on Services and Other Non-merchandise Transactions 


With an advance of $50 million to $589 million in the first quarter of 1967 in Canada's receipts 
on non-merchandise transactions, outweighed by an increase of $63 million to $1,006 million in the 
payments, the deficit on "invisibles" widened $13 million to $417 million in the latest quarter. 
Contributing largely to this change were net travel expenditures and official contributions. In ad- 
dition the value of gold production available for export declined $1 million to $33 million. These 


sources of deterioration were in part offset by improvements in the balances of other non-merchandise 
items. 
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IMterest and dividends ...... sieke akts ceke\ far ee oe Roreks 
OG SAN a oes alle ain oe © c.8@ oo isle 


Meeritauces,and migrants’ funds «..cenewsecccse . 
ee OE LITO Se oo, a tn le etea kw 6) is do 08 eicen @ a as 
11 other current transactions SCL Cen res A 
alance on non-merchandise transactions ........ A 
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1ited States rose $13 million to $154 million. 


sth the overseas countries were smaller, 
iyments $9 million to $56 million, - 


Travél Expenditures ~ 


First three. months 


1964 1965 1966 -1967 


- Change 
in 1967 


a ae millions of dollars 
aited States: 

Receipts ... DS 53 64 70 
Payments ... LOS eels 141 154 


Balance .... - 56 = 60 ="77 - 84° - 7 


Vexrseas: , } 
‘Receipts ate bento eaplo , iit 
‘Payments ... 41 39 47 56 
Balance .... - 35 = 29 Seed 45; ry ~ 8 


eo ey,— 


il. countries:. a 

‘Receipts ... 59). 68 he 81 + 7 
jpayments state 150 ioe 188 ANG) jp EPL 
@ealance 455.) = 91e5-589 <114 .- 129%: - 15 


{ 


i z . ee FRG 3 


Interest and Dividends: Payments 
RSE Sa a a eS 
Period Total 


Interest Dividends 


. millions of dollars 


1,010 - 335 675 

eee ER Ey BI 372 699 
es. Ss ee ek EE 427 751 
me 10... 240 77 163 
Siro =, 3 252 108 144 
Fil Q.. +4. 230 78 152 
UNO 2. x w 349 109 240 

| ie alee 260 93 167 
Ole. 204 120 144 
i aaa 239 92 147 
BOO ir x's 415 122 293 

me 10 .:.. 249 105 144 


Balances on Principal Non-Merchandise Transactions 


First three months 
1964 1965 1966 1967 
millions of dollars 


Change 
in 1967 


ee | sag SE) + 34 Fg SO = ol 
Teo = 89 - 114 - 129 ae 
me 2. ral 7 0 - 193 - 189 + 4 
- 3 - 12 - =) - 3 ape 
- 8 - 1 tS ap ENS ape 
re Ey =e rope ft) a Sy - 19 
- 118 Kn 93 - 101 =— 93 are 
- 371 - 356 - 404 - 417 sito 


International travel receipts rose $7-million to $81 million inthe first quarter of 1967, 
nile the payments with a treble increase of $22 million rose to $210 million. 
nore widened $15 million from $114 million HO 45.129 million; and.the,imgrease was distributed about 
yenly between travel transactions with the United States and overseas countries, 
1ited States travellers gained $6 million to $70 million, while the expenditures by Canadians in the ™ 
The hence: in the proceeds. of travel transactions 
(The receipts increased $1 million to $11 million, 


The deficit on hig 


The receipts from 


and the 


Net payments of interest and dividends © 
declined fractionally from $193 million in the 
first quarter of 1966 to $189 million in the same 
quarter of 1967. The.decrease of $11 million to 
$249 million.in payments of interest _and divi- 
dends was ‘somewhat larger than the my million 
decline in the receipts to $60 million in the 
latest quarter. A contraction in payments by 

_ Canadian subsidiaries to parent companies in the 
United States was chiefly responsible fOr 
lowering of $23 million in the dividend payments 
to $144 million. In keeping with the course of 
recent years, interest payments increased $12 
million to $105 million following large non- 
resident purchases.in 1966 of new Canadian bonds, 
particularly of corporate and provincial issues. 


_.The payments of interest and dividends accounted 


for 45 per cent of the deficit on non-merchandise 
transactions, or about 3 percentage points lower 
than the corresponding proportion for 1966. 


Canada's official contributions increased 
$19 million to $52 million, which was the largest 
quarterly total next to the third quarter of 
1966. Higher disbursements under the Colombo 
Plan and other bilateral economic aid programmes, 
together with a remission of the principal and 
interest on loans extended for purchases of 
Canadian wheat and flour, accounted for this 
rise. Payments in the first quarter of 1967 
under the multilateral programmes were however 
somewhat lower. 


With changes of about the same magnitude 
in both the receipts (from $154 million to $166 
million) and payments (from $159 million to $169 
million), the deficit from freight and shipping 
transactions narrowed slightly from $5 million 
to $3 million in the January - March quarter of 
1967. With a rise of more than 40 per cent in 
the number of immigrants arriving in this quarter, 
the receipts of immigrants' funds and inherit- 
ances increased from $44 million to $60 million. 
As the payments rose more moderately from an 
unusually low level of $36 million in the first 
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quarter of 1966 to $44 million, the surplus widened from $8 million to $16 million. The deficit from 
all other current transactions narrowed by the same amount owing to factors such as receipts in con- 
nection with Expo 67 and miscellaneous income. 


Current Transactions in the First Quarter (Seasonally adjusted 


After allowance for normal seasonal variations, Canada's current account deficit contracted 
from $291 million in the final quarter of 1966 to $140 million in the January - March quarter. Total 
receipts seasonally adjusted at quarterly rates, gained about 71/2 per cent from $3,416 million to 
$3,680 million, while total payments to non-residents for goods and services rose 3 per cent from 
$3,707 million to $3,820 million. Both of the totals were at the highest recorded levels. 


Exports and Imports of Goods and Services 


(Seasonally adjusted at quarterly rates) 
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Goods Services Total Current 
pian pay- account 
é receipts 
Exports Imports Balance Receipts(1) Pay Balance uM ments balance 


ments(2) sateen rs 


millions of dollars 


1965 1 Q vss 2,071 2,026 + 45 666 936 - 270 25737 2,962 - 225 
LEQ sss 23535 «25077 + ol 680 981 - 301 2,818 3,058 - 240 

tit Q eee 25203 2,163 + 40 705 1,002 « 297 2,908 3;165~— 4 257 

IV Q ee. 2,333 2,361 - 28 668 1,001 * 333 3,001 3,362 = 363 

Year sees 8,745 8,627 * 118 2,719 3,920 *# 1,201 11,464 12,547 = 1,083 

1966 IQ sss 2,492 2,383 + 109 716 1,029 - 313 3,208 3,412 & 204 
LENO eee 2,499 25421 a eet AS, 732 1,041 - 309 35234 33462 @ 231 

EEE Qesee 2,617 25498 Lig 750 1,126 = 376 353567 3,624 5 “Zam 

IV Q ae. 2,662 24588 a eg 754 LpELg * 365 3,416 33/07 « 291 

Y@ar asec 10,270 9,890 + 380 25952 4,315 - 1,363 135222 14,205 = 983 

19670 20 san 2,909 2,718 * 191 771 1,102 - 33k 3, 680 3,820 - 140 


(1) Including immigrants' funds and inheritances, by quarters in 1965: 52, 53, 53 and 53. 
(2) Including emigrants' funds and inheritances: 52, 51, 55 and 53. 


About three fourths of the improvement in the seasonally adjusted deficit in the first quarter 
originated from merchandise trade. The export surplus expanded from a low level of $74 million in the 
last quarter of 1966 to $191 million, seasonally adjusted at quarterly rates, in the latest period 
under review. The sharp improvement in the non-merchandise deficit from $365 million to $331 million 
was for the most part attributable to payments of unusually large dividends in the October - December 
quarter, followed by less than average remittances in the first quarter. The payments of interest and 
dividends fell from $325 million to $272 million, while the receipts declined more moderately from $75 
million to $70 million. The changes in the first quarter in the balances of other non-merchandise 
items were small and offsetting, with the exception of travel expenditures. The deficit on inter- 
national travel transactions widened from $13 million to $27 million. Travel receipts of $220 million 


and the payments of $247 million, seasonally adjusted at quarterly rates, both stood at the highest 
recorded levels so far, 


Principal Non-merchandise Transactions 


(Seasonally adjusted at quarterly rates) 
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fansactions by Areas 


Roughly three fourths of the $65 million improvement in the current account balance between the 
-rst quarters of 1966 and 1967 occurred in Canada's transactions with the United States. Total receipts 
kpanded $325 million or 19 per cent from $1,684 million to $2,009 million, as total payments increased 
"76 million or 12 per cent from $2,290 million to $2,566 million. The current account deficit ac- 
mrdingly declined from $606 million to $557 million. The improvement was entirely derived from merchan- 
-Se trade, with the import balance contracting $57 million or 20 per cent from $292 million to $235 
-llion. Merchandise exports gained over 20 per cent from $1,353 million to $1,659 million, while 
‘rchandise imports rose 15 per cent from $1,645 million to $1,894 million. The deficit on non-merchan- 
se transactions widened moderately from $314 million to $322 million. All the items shared in this 
ight deterioration, except interest and dividends. For the reason mentioned before, net payments of 
‘terest and dividends to the United States declined between the first quarters of 1966 and 1967, 


The over-the-year contractions, which had 
occurred in the preceding 3 quarters in Canada's 
surplus on current transactions with the United 


Quarterly Current Account Balances 


ee ee eee ee eS 


it) X60) LE OSE LLAOmeLy *Q Year Kingdom, did not continue in the first quarter of 
1967. This surplus rose $22 million or some 20 
millions of dollars per cent from $106 million to $128 million be- 
tween the first quarters of the two most recent 
United States: years. Total receipts rose $22 million or 6 per 
TOG Le titesseiercss lk ee Ouro Gm. 1, O35 cent from $350 million to $372 million, while 
TOG Stewart cs 5 o See, = SEO) a Ge) = os) 1 total current payments remained without change 
TOGO, foe cei. micrels - 606 - 584 - 170 - 622 - 1,982 at $244 million. This improvement was distri- 
NOG JE ode ns pee ROLY, buted evenly between merchandise and "invisible" 


transactions. As a result of a slightly larger 


United Kingdom: increase in merchandise exports from $272 million 


i) 3 ae Ae tt LSHeae 10 ooo 1s 4 505 to $287 million than in merchandise imports from 
CD + 106-42 DAL + cletge 12004 ee 510 $149 million to $153 million, the trade surplus 
WGEe se Ake #406 2 Uo Sie | Loo ay eG56 rose from $123 million to $134 million. Non- 
Mie ee 28 merchandise receipts gained $7 million to $85 
million, while the payments declined $4 million 

Other countries: to $91 million. Except for a fractional increase 
TB i Be Aan esi A Siees2O Sel 71s 10904 OG in the net payments of interest and dividends, 
Dope ely). Gees. in 88 SV lo bore 0 au LO the balances of other non-merchandise trans- 
en .. + 95413541744 139+ 543 agg asl tae A abe 
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Total receipts from other countries ad- 


vanced $104 million or about 14 per cent from 
$717 million to $821 million, while total payments increased $110 million or roughly 18 per cent from 
$622 million to $732 million in the first quarter of 1967. The current account surplus with other 
countries declined $6 million to $89 million. This small deterioration was attributable to a widening 
in Canada's deficit with other countries on non-merchandise transactions from $73 million to $89 million. 
The rise in official contributions from $33 million to $52 million accounted for more than the increase 
in the net service payments. The widening of the deficit on travel, interest and dividend accounts was 
counterbalanced by improvements in the balances on shipping, migrants' funds and miscellaneous current 
transactions. With an advance of $80 million from $587 million to $667 million in merchandise exports, 
compared with a rise of $70 million in merchandise imports from $419 million to $489 million, the trade 
surplus increased $10 million to $178 million. The increase in the value of wheat clearances alone to 
other countries outside the sterling area and the OECD group accounted for about one half of the export 
gain. 


Canada's current account deficit with the United States in the first quarter of 1967 (excluding 
gold production available for export, which is conventionally attributed to the United States account) 
was $590 million. Capital movements in long-term forms between the two countries produced an inflow of 
$311 million while those in short-term forms (apart from changes in official holdings of gold and 
United States dollars) led to a further inflow of $158 million. In sum, these transactions with the 
United States gave rise to net payments by Canada of $121 million, an amount considerably below those 
recorded in the last three quarters of 1966 but nevertheless a continuing positive contribution to the 
balance of payments position of the United States. 


Transactions with the United Kingdom and other overseas countries led, for the fourth suc- 


cessive quarter, to net receipts by Canada. The net receipts at $75 million were down to one seventh 
of the high level reached in the preceding quarter. The fall in the normally favourable current account 
balance to $217 million contributed to this change, however the major influence was a swing of $398 
million in the volatile short-term capital movements from an inflow of $301 million in the fourth 
quarter of 1966 to an outflow of $97 million in the quarter under review. A large part of this reversal 
represented the net withdrawal from the Canadian banking system of foreign currency deposits by overseas 
customers, 


The $46 million imbalance between the net payment to the United States and the net receipt from 
overseas countries was financed by a net reduction of $13 million in official holdings of gold, foreign 
exchange and IMF balances, and by Canadian gold production of $33 million. 


The net spot holdings of foreign currency assets of the Canadian chartered banks vis-a-vis non- 
residents declined, on a transaction basis, by $252 million in the quarter, while those with Canadian 
residents rose by $170 million, an overall decline of $82 million. Claims on residents of the United 
States fell by $366 million while liabilities to them rose by $13 million. With overseas countries a 
small increase in assets of $3 million was augmented by a $124 million decline in liabilities. Foreign 


Financing of Canada's Bilateral Account with the United States 
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Financing: 


' Transactions with rest of world: 
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re ee 
(1) Excluding gold production available for export and changes in official monetary assets, shown with 
financing. 


surreney claims on Canadians dropped by $19 million while liabilities to residents fell by $189 million - 
.-argely swapped deposits. Thus the net decrease of $82 million reflected a decline in net assets of 

3379 million with residents of the United States and increases of $127 million and $170 million with 
residents of overseas countries and Canada, respectively. 


Capital Movements 


1966 1967 
Summary 1964 1965 1966 
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millions of dollars 


Sapital movements in long-term forms .... + 820 + 713 + 949 + 449 + 214 +197 + 89 se PAS) 
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The net capital inflow into Canada (apart from official monetary movements shown separately in 
the balance of payments statements) totalled $327 million in the first quarter of 1967 compared with 
$267 million a year earlier. The current account deficit which the increased capital inflow served to 
finance decreased by $65 million over the period to $340 million, and the shortfall made up by the use 
of official monetary assets fell from $138 million to $13 million. 


There were large changes in the composition of the capital flows. Inflows in long-term forms 
fell to $266 million from the unusually high level of $449 million a year earlier. This latter figure 
was inflated by substantial deliveries of new Canadian issues to the United States capital market which 
had been deferred from the previous quarter. The effect of adjusting the actual inflows to reflect 
the timing of security offerings is shown in the accompanying statement. 


Capital Movements in Long-Term Forms Capital movements in short-term forms 
which had resulted in a net outflow of $182 
Adjusted to reflect million in the first quarter of 1966, led to an 
Period OST timing of security inflow of $61 million in the first quarter of 
inflow offerings 1967. Transactions in foreign currency by and 
millions of dollars through the Canadian banking system accounted in 
large measure for the change. 
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1965 ThOy er 25 1 D8) SL QS) the unusually high level reported for the fourth 
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Pot Ouse RG f BS\il inflow came from the United States while over- 
Vey a + 235 + 335 seas countries other than the United Kingdom 
supplied the bulk of the remainder. Approxi- 
OIC ORO lets + 449 + 287 mately one half of the total was channelled into 
1b O)s see + 214 + 252 manufacturing enterprises with the petroleum 
LAMA O) eoep ar IO + 123 and natural gas industries accounting for a 
IN @ oc ap Wy, ar O3} further quarter. 
1907s Siew. 266 + 308 Canadian direct investment abroad led to 


an outflow of $30 million. The largest movements 
were directed to manufacturing enterprises while 
there was a net inflow recorded for transactions 


by finance companies largely occasioned by the 
sale of a foreign subsidiary of a Canadian company. 


Security Transactions 


Portfolio Security Transactions Between Canada and Other Countries 


Net sales (+) or purchases Year 1966 1967 


-) by Canadi 
ECE, 1965 1966 TT QO a oane IV Q Lad 


millions of dollars 


Canadian securities: 


Outstanding - Bonds ....... aP 55 - 102 - 25 =e - 14 = aia 
Stockisuscis sek - 274 ~ 138 - 44 - 35 = a5 =e 

Newstsisas 2237. ctcsc ooeeee lee 209 ap IL vee + 358 + 291 + 216 + So2 
Rear Memento ces erwin wig ee - 382 = 6486 = 152 - 90 - 132 ee 

Foreign securities: 
Outstanding issues -......6% - 53 - 330 - 118 - 82 - 79 - 30 
NGWERES SUCGe tae ea : - 56 ~ 83 - 7 - 40 - Z) - 26 
ROETVEMENES.. 22 ices ho oe a eels F + 25 + 16 + 6 cs ee: + 7 & +) ed 
a eee 
Louale, mal lasectri eLes i. + 524 ae B25 + 18 - 4 =e 59 tL 5G 


a ae 


During the first quarter of 1967 trading in portfolio securities between Canada and other 
countries, after two quarters of net capital outflows, returned to its characteristic role as a net 
source of capital with a net capital inflow of $159 million, Net sales of Canadian issues rose to 
$213 million from $25 million recorded in the fourth quarter of 1966, while net purchases of foreign 
issues dropped from $84 willion last quarter to $54 million in the first quarter of 1967, 


New Issues of Canadian Bonds Sold to The value of new Canadian issues sold 
United States Residents abroad rose during the first quarter of 1967 to 


$332 million from $216 million for the previous 
ee ee 


quarter, This rise was accounted for by a 


eaeTe Offer- De- Un- fourfold jump to $228 million in new provincial 
ings liveries delivered(1) government direct and guaranteed issues, while 
new Canadian corporation issues fell to a low 
millions of dollars $43 million from $93 million for the previous 
quarter, Total offerings of new Canadian bonds 
BR 6 wine e Sas < 957) 1,028 Syl and debentures to residents of the United States 
eas ile <n 1,416 1,149 318 tose during the first quarter by nearly 75 per 
POO tolecc, < ics ate I STi Ie BA5 124 cent to $361 million, The net purchase balance 
from transactions in outstanding Canadian securi- 
1965 diene OE aire 344 263 iey2 ties during the quarter amounted to $62 million, 
NNN Ole <<< 282 Swi 103 about the same as the $59 million recorded for 
Pre Oe ss 399 284 218 the last quarter of 1966, Retirements of Canadi- 
Vin ON ss Syeuil 291 318 an securities fell to $57 million, the lowest 
level since the third quarter of 1965, It will 
1966 1b LO) pesee 356 518 156 be recalled that data for the first three quar- 
Shi «(Olen aeyy. 386 348 194 tersof 1966 included repurchases by the Govern- 
Hotei Ole oe 202 276 120 ment of Canada of one of its foreign pay issues, 
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As mentioned above, the capital outflow 
oy. 1.0... 361 Sue 166 from transactions in foreign securities fell 
! $30 million to $54 million, The predominant 
1) At end of period. feature was a $49 million drop to $30 million in 
the net purchase of outstanding foreign issues, 
principally United States equities, 


Detail of Long-Term Capital Transactions Tigi re 
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L) Export credits from Canada directly or indirectly at risk of the Government of Canada. 


2) Finance company borrowing not included in items DU as He De leo OF Ly eh. 


Other Capital Flows in Long-Term Forms 


Disbursements by the Canadian government under intergovernmental loan programmes aggregated $3 
million in the first quarter of 1967 - all under the development loan programne, Repayments of princi-— 
pal on earlier loans totalled $11 million, the bulk of which was accounted for by the forgiveness of 
the balance of a loan to India; the transaction was offset in the official contributtrons account. 

There were no further subscriptions to international institutions, 


Transactions during the quarter arising from the financing of exports directly or indirectly 
at the risk of the Government of Canada led to a net inflow of $20 million, The predominant factor 
was the net repayment received in respect of past exports of wheat to Communist countries, 


All other transactions in long-term forms in the first quarter led to a net outflow of $11 
million; those associated with the financing of private long-term trade credits contributed signifi- 
cantly to this amount, 


Capital Movements in Short-Term Forms 


An inflow of $61 million from capital movements in short-term forms was recorded in the first 
quarter of 1967, about one quarter of the level reached in the fourth quarter of 1966. Geographically 
there was a net inflow from the United States partially offset by a net outflow to overseas countries, 


Non-resident holdings of Canadian dollars rose by $58 million in the period under review. Net 
inflows of $48 million and $15 million were channelled into Canadian dollar deposits and treasury bills, 
respectively, while holdings of Government of Canada demand liabilities were reduced by $5 million. 
Almost all areas except the United Kingdom increased their holdings of Canadian dollar deposits with 
the largest increase coming from the United States, There was a sizable reduction in the holdings of 
United Kingdom residents. The dominant factor in the net sales of $15 million of Canadian treasury 
bills was an increase in the holdings of foreign institutions, 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 
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(1) Includes changes in loans and accounts receivable and payable, and also balancing item represent- 
ing difference between direct measurements of current and capital accounts. 


Although other capital movements, as shown in the accompanying statement, resulted in only a 
small net inflow of $3 million, there were some large flows in opposite directions encompassed in this 
total, After six successive quarterly outflows to augment Canadian holdings of bank balances and 
other short-term funds abroad (excluding official reserves) a $269 million inflow was recorded as 
these holdings were run down, principally through the reduction of swapped and other United States 
dollar deposits, There was a concomitant reduction in chartered banks' United States assets and a 
decrease in liabilities to overseas countries, The net effect of these movements was! a large inflow 
from the United States, partially offset by a net outflow to overseas countries, 


Non-residents increased their holdings of Canadian finance company paper (including that of the 
financing subsidiaries of manufacturing and retail enterprises) in the first quarter of 1967 by $10 
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jillion while transactions in other finance company obligations of a short-terim nature (which include 
orrowings from foreign banks and advances from parent companies) led on balance to a net outflow of 

23 million, a swing of $110 million from the $87 million inflow reported in the fourth quarter of 1966 
n addition there were, of course, other finance company transactions not identified separately which 
ave been included with Capital moveiments in long-term forms, notably in new issues and retirements of 
anadian securities, All in all the international borrowing 
f 1967 resulted in an aggregate net outflow of about $15 million, 
anadian commercial paper (including bankers! 


All other transactions led to a net capital outflow of $248 million. Changes in short-term 
oans and accounts receivable and payable were large contributors to this Eotaly. 


{ficial Holdings of Gold and Foreign Exchange and Canada's Balance with the IMF 


Official holdings of gold and foreign exchange fell during the quarter under review while there 
as an increase in Canada's balance with the International Monetary Fund so that Canada! 


| The decrease in official holdings of gold and United States dollars during the quarter amounted 
» $35 million, expressed in Canadian funds, while corresponding holdings of sterling, which are 
onfined to working balances, were little changed, Official holdings of gold and United States dollars 


<pressed in terms of United States funds, amounted to $2,203 million at March 31, 1967, a decline of 
32 million from the beginning of the year, 


Canada's so-called "gold tranche position" with the IMF, together with loans made under the 
mneral Arrangements to Borrow, amounted to $468.5 million, expressed in United States funds, at the 

nd of the quarter, having increased by $20.0 million in the three month period, The total represents 
te net resources made available by Canada to the IMF and may be drawn by Canada virtually automatically 
statement of balance of payments need, although Canada would then be under an obligation to restore 
te figure to 25 per cent of its quota which is currently $740, i.e. to $185 million, 


United States Dollar in Canada Exchange Holdings and IMF Balance 
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jee eriod High Low Close eres End of period tend =ere ees anon 
onetary 
dollars 
Fund 
Canadian cents millions of United States dollars 
64 III Q .. 108.22 107.50 107.50 107.87 1964 TTRION. een 2,625 80 
EVO Ee 107.63 OW IMO Aeys 107.46 EVES OMe tet. ote 2,674 197 
65 IPOr ws LOSE 4a OTS 1107-957 IMO) 6 Tf 1965 cL aOver eter ph Sy aye 240 
rior a. VOSS38 VOW AZ LOS 34 108.04 LTO wae ses 2,480 327 
PCO es, L08.50 OF 353° = LOFS59 107.94 LURIO Bees 2,614 403 
VERON 2 LOW .78 OVS Cue. 50 IOS} UVa Olos ee oe 2,665 358 
66 OM een Oe Oil MOVs me BO Te 107.58 1966 Ty Oe De SiO) 379 
ie Ons eel O7 38 lOve s3e OVE 53 LOWs 67 MEMO ok arpckc De SAZ 438 
iO... LO7. 78 LOF S45" 107278 ING Toye TAT O Beare eee Dh DUE 457 
VelOmene mlOS . ced: O77 Sa LOS e388 LOSBUS LV EO ae kee Zee 3.6 448 
167 Ole ee OS a4 LOD OSs 25 108,07 1967 LY OURS, 2. rene 72,,, (AQ)3} 468 
Janviaiven ns 228 468 
February .. 2,194 468 
Marcha tte. 2a203 468 


MRS La RD on en ee a eae 
ite: The table of exchange holdings does not include holdings of the Government of Canada at December 
31, 1966 of $144 million of medium-term non-marketable securities of the United States Gov- 
ernment, acquired in 1964 in connection with the Columbia River Treaty arrangements. 


Under the agreement negotiated with the United States authorities regarding access to the 
capital markets in that country Canada's official holdings of gold and foreign exchange, together with 
Canada's net creditor position in the International Monetary Fund (Canada's balance with the IMF less 
the Canadian quota subscription payment in gold of $185 million) should not normally exceed a level of 
$2,550 million, expressed in the United States funds. 


1967 was $2,487 million, 


wo [4 = 


This total at the end of the first quarter of 


Canada's Accounts with the International Monetary Fund 


Canadian assets 


Transactions 
Period Subs - total 

crip- Loans assets 

tion (GAB) 

(Quota) 

1947-61 5 RO DOO 0, 
1962 SD10)5 0) 
1963 550.0 
1964 ILS 565.0 
1965 35}. (0 600.0 
GO OMereserers 190.0 790.0 
1966 ie %@) 600.0 
IEE 40} 190.0 790.0 
MALIE 40) 790.0 
LV EO 790.0 
1967 i, @ 790.0 


(1) This is a cumulative measure of the net resources provided by Canada to the IMF. 
dollar equivalent of the change appears as item H2 in the balance of payments statement. 
net balance with the IMF, when positive, represents the so-called 
borrowing under the General Arrangements to Borrow (GAB). 


Canadian liabilities = IMF holdings 


of Canadian dollars 


Transactions 
Subs - Net drawings Net drawings 
crip- of foreign Loe Aa 
tions & dian dollars 
currencies 
and by other 
by Canada ‘ 
loans countries 


millions of United States dollars 


412.5 2 9199 26 
300.0 Olas 

=) Ge aul, 
ye 0 - 166.0 =, 9950 
ae) - 183.4 
142.5 - 47.6 
=e 25 
142.5 = Ala 
ee lSiey, 
Sig > 
- 20.0 


Sales ob Glotall 


Canadian 

dollars 
to IMF 

for gold 


[ 


Canada's 
net f 
balance 
liabi- with 
lities IMF (1) 
337.9 22 a 
688.2 - 1382 
608.5 = Ss) 0eo 
SOfeio 1975 
246.6 Spams 
GYAn| = 5 448.5 
22ATAL: 373.9 
Bip ley/ 438-30 
533)..0 457.077 
3415 448.5 
SAS 468.5 


The Canadian 
Canada's 


gold tranche position" plus 
This may be drawn by Canada virtually 


automatically on statement of balance of payments need, but Canada would then be under an obliga- 
tion to restore its net balance to 25 per cent of the Quota. 


Note: 
IMF practice. 


The statement is expressed in terms of United States dollar equivalents in accordance with the 
Since members are obligated to maintain the gold value of the IMF's holdings of 


their currencies, from time to time there have been adjustment payments between the IMF and Canada 


in Canadian dollars arising from changes in the exchange rate. 


These transactions are not re- 


flected above because the series are shown in United States dollar equivalents, and do not appear 
in the balance of payments statements because only the change in Canada's net asset is shown. 
The adjustment transactions affect the Public Accounts of Canada. 


QUARTERLY STATISTICS OF THE CANADIAN 
BALANCE OF INTERNATIONAL PAYMENTS 


FIRST QUARTER 1965 - FIRST QUARTER 1967 


QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1965 and 1966 are preliminary and data for 1967 are subject to revision 


I IEE NS BAL IV 
No. : 
millions of dollars 
A Current receipts: 
1 Merchandise exportsn(@qiusued)) a seeeeer ct tner es neet enter ress 1,826 2 HO 222.63 2,465 
3 Gold production avatlablie for export, (ijeces.cccceeteeepecsetereeteceeereenene 35 34 35 34 
4 ETT AVEIE EX TEI Ci LUT eC Si: cetera elec cece oes unos Ree re 63 158 “NS i ia 
5 TTPO RES HATTON CLV Ceti Ss) memes tee ener ee ner nae er eee 67 73 70 100 
6 UPeto tran G: SHLD Dil 2 cece ssen terse areseerees ares castes tenet gore ee PETE 143 2 181 Ai 
7 Inheritances endummierants: fUnGdS an ceteris eee ee 42 5S 63 il 
11 FAT HO ENCE CULEER GREG GOLDS terpenes oe teen areca cates eee en ee LS 156 159 170 
12 Total current Fece@lptss cece mote ar sn enw Pec Pes ool 2,839 Ses Itsi(6) 3,108 
B Current payments: 
1 Merchandiisemmports (adj iSued)peecq tee eemrnrisees se eeeeae 1,865 2 2N8 Bs WOW 2,442 
4 UP AVel vex DOM CLEUTC Since aceasta ee See ease eRe eee 152: 210 PAT /Ae 146 
5 INGeres brand dividends, cece sstoh see stecle eeneer teeter eee ere arene 240 D2) 230 349 
6 Breveht-and shippimemec ee eee eee erate ae eee LSS 198 204 198 
7 Inhieriiances and emigrants” fatidsy 4.00..a..s00e seer ereonee 43 49 61 58 
9 Officialvcontrilbutions =. ce... sce cbt eee Reh e< Apette hare ee pe 123 wisi 20 31 18 
11 All other current payments <...00c..---aeeeuwas pikes Nek Mein satis 248.5. -— 2D. 25M 261 
i) Total current payments .............cc.ce pitas aus PReee ay Ei 2,726 3,199 350 Sea 
C Current account balance: ' 
1 MGECHaANGES S Trade vosp see ocean careers ee cee ccraes esac salsa coe cen = 39 = DF + 161 ae Oye) 
2 Other transactlons) excluding 5: Omer cease ceeee mae ere eaten! & 2ieys) =, 3yiLe = Cy - 369 
3 OPEUOTAMCONULDUOMUIONS. © ores se rece ctascer se cesue cece posed Seeeae es cos stea eee ree ens ES 5S OX =e sil: aS 
4 EE OCA rere ea teab nc csccci eee eye Tana is aaen cy eaeene onan aerate es ous eaters = 395 = 260 FL BYE =S6e 
D Capital account: 
Direct investment: 
1 DITecerainvestment AneC ane deem cteercee ce oe eae ae eect eee eres + 70 + 126 + 96 ea bibs} 
Direct investment abroad - 44 - es 153 =e 
Canadian securities: 
3.1 Trade in outstanding bonds and debentures o.0........ceseeeeeseeeees + 2 + 13 ae AYe + 4 
3.2 Trade in outstanding common and preference stocks ................ = 93 =wes 5 BS we = (6% 
4 INC WallSSUCS ae reed seen monte cere. c hve wr an, RU een nae cee ee Saad ac + 283 + 321 + 294 + 311 
5 FUCCUBETIGHIES ie ten pesca es ue ceases sic cts cao Sheree eae oes isees ARN ee oon RSE =—Os TAS = 56 = 80 
6,7,8 BONE UOTINS CCULUGHOS meets cce. tase seer cn ccesieachsonecotes estore ear edier cea, ae = SX) > i2 Syke Silva 
Loans and capital subscriptions by Government of Canada: 
9 PSGIVIEING OS np Cb Cham cae tec ces Beate Sena ose eee Ee Se = = = = Pa 
10 EVE DO VINCNUGHUO LG AIRC Rass craccscercer scan eres sere vent ete ee ee eee ees fe 5 + D i 1 fe D 
11 ColimbigiRnven Meaty nM Glmancuswym twee tetera ee ete ere = rs = Bes Sy) 
13 WONE-VeMn Caplval vransacuOnS inl. Caeee se eee ner ee eee i. ID a HRD) - 56 oS 
Change in Canadian dollar holdings of foreigners: 
14.1 PEDO SITUS IEA cacrteessvsrsctssersiecaeesresthevsnceuststens eRe ete cents eee eee Te Se ee 39 a NF = (9 + 49 
14.2 Government of Canada demand liabilities .o..c.cccccccccccccccccccecccsccceseeee Ee 1 x 4 = 5 dy 
14.3 SANA CTANEULCASUTYia Dill earerer, ster cease ener ecg etree ate gy Dy =O = 2 s 3 
17 OCRerAcapncanemovenren tsa sesso cere ae eee ee eee ee ee Bh i Dye = 9S) 
E Net capital movement (excluding monetary items shown below) in 
1 EON E=Fenn forms! (OMELOLD Ocean ee ete eee een ee + 128 + 134 + 216 + 235 
2 SHOT Chem LO Mise (O) Laau omit, )/t ee eee Seer een eens ene aie) ILE)5) + 227 - 26 Gr peed Woy 
3 MOGs cetera gone ea oes SEN cas Save ved: eS a 323 + 361 oO + 366 
H = C+E| Official monetary movements in the form of: b. 
1 Change in official holdings of gold and foreign exchange .............. - 118 - 92 + 144 + 55 
2 Change in net International Monetary Fund position oceccccecccccccccseseseee. + 46 + 93 + 82 = 5S 
3 Other special international financial assistance oocccccccccccccescscccsceseeees = = = = 


Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A Pp eeenotss trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 
B_ 1/ the annual reports on ‘‘The Canadian Balance of International Payments’’. 


A hoe item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, 
B 11) insurance transactions, and business services. 


+ 7 


QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1965 and 1966 are preliminary and data for 1967 are subject to revision 


| 1966 1967 Annual totals Four quarters 
iat Sal net aa ended 
if IGE TEI IV I 1964 1965 1966 March 31, 1967 
millions of dollars 
A 
(aay PALL? B INE 2,082 2,790 21013 8,238 Sa 45 L05270 WORE J 
34 29 30 32 33 145 138 125 124 3 
74 184 455 WI 81 662 747 840 847 4 
67 69 46 1 ily 60 332. 310 294 287 5 
154 174 193 178 166 644 673 699 HAL 6 
44 68 81 63 60 169 PALI 256 BHD a 
166 L738 196 203 189 3)5)j/ 640 738 761 11 
Ziel Be2oo 3, 683 35505 35 LOX 10,747 11,464 13h, BAD ILS} (7/3! 12 
B 
2213 ?5e,3) fS) DEOL Pea HAG) 1, 5) 36, 1 SOY, S027 9,890 LOR 2s 1 
188 240 314 158 210 UMP 779 900 922 4 
260 264 239 415 249 1,010 Ih O7/ it iW IU7AS: 67, 5 
159 201 ZAeS 200 169 679 USS HWS 783 6 
36 44 60 56 44 201 Abd 196 204 mt 
33 14 87 33 52 69 92 167 186 9 
267 aM DAP 291 282 963 LOU Le Ou si 11 
3,156 Shs evil} SY, Syey7/ 3,869 Bye yh zal 25 S47; 14,205 iA SyehiL 12 
Cc 
- 1 a8 7 + 300 + 74 ae iif 46 701 Se 118 =f 380 a 458 1 
- 371 = 3 - 97 - 405 - 365 - 1,056 - 1,109 - 1,196 - 1,190 2 
= 33 - 14 - 87 =—a3S = 52 - 69 - 92 - 167 - 186 3 
- 405 - 330 + 116 - 364 - 340 = 424 - 1,083 ~ 983 - 918 4 
D 
1? Ag) ae IESKO) + 145 + 205 ap ILAXG ar 270 + 405 =f 660 + 660 1 
ee 15 - 40 + 90 - 25 - 30 + 95 - IDS: + 10 - 5) 2 
ae 12 = 25 =P teen - 14 - 10 ae 77 a5 55 - 102 - 100 Sal 
- 14 - 44 - 35 - 45 =a - 98 - 274 = 138 - 176 one 
+ 583 if S\N} ap PAL + 216 cp BSW a dhe ILO, e209 ap I aes sr IL, IO 4 
= yA - 152 - 90 = 32 - 57 - 382 - 382 - 486 - 431 5) 
=e 7/5 - 119 - 119 - 84 - 54 - Sy - 84 - 397 - 376 6,7,8 
- 6 - 3 - 9 == LF - 3 - 10 - 14 = 35 - a2 9 
2, 2 + 1 9 ap all So 10 + 10 + 24 + 33 10 
- - - cp ae ote 54 + Sy a5 Sy + 2 11 
me 22 + 47 - 26 - 66 + 9 - 54 - 119 - 67 = 36 i) 
m= 15 - Wf +. 20 ap dks! + 48 + 28 =F Sil ay al ai 74 14.1 
os 6 - 2 + 5 ae 8 - 5 - + 2 =f 5 =f 6 14,2 
i 8 - a 2 - 9 5 - 16 + We - 1 =f 8 14.3 
Ra E53 + 8 - 425 + 244 + 3 - 45 aF 482 - 326 - 170 17 
E 
' + 449 + 214 ae Alyy + 89 + 266 + 820 et 7S -- 949 ar 766 1 
|) = 182 - 1 - 398 + 256 + 61 - 33 + S57) - B25 = 82 2 
1+ 267 ap PAILS - 201 + 345 an eye} ae 787 ap ILS EO + 624 + 684 3 
} H=C+E 
m-166 - 181 eed GS: Bl PLO = 35 otal scr eC we Go rae ei 1 
fa «628 + 64 + 20 - 9 ap fap + DIT + 168 aF 103 So 97 : 
Notes: D A minus sign indicates an outflow of capital from Canada. 


D 1,2 Exclusive of undistributed profits. 


D 17 This item includes mainly changes in private and chartered bank holdings of exchange, international money market 
transactions, loans, and changes in open account commercial indebtedness. It also includes the balancing item 
representing unrecorded capital movements and errors and omissions throughout the accounts. 


H 3 A minus sign indicates a receipt by Canada. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


SECOND QUARTER 1967 


Higher levels of exports, particularly in the first quarter, 
eficit on non-merchandise transactions brought about an appreciable reduction in Canada's current 
ccount deficit in the first half of 1967. Contributing to the improvement in the services balance was 
no impressive rise in travel receipts with the opening of Expo 67 in late April, offset in part by an 
xpansion in Canada's foreign economic aid, particularly in donations of wheat. 


in combination with a narrowed 


Capital inflows in long-term forms in the second quarter were somewhat below the average for 
te recent period. A fairly large outward movement of short-term capital took place; and official 
onetary assets were reduced for the 6th consecutive quarter. 


Summary Statement 


ee eee ee eee Swe apeti ye oh. meet, seed se 2ndeysg dana? 


1966 1967 
1965 1966 

1a) kL @ LEO. LY 0 5X0; LEO 
. millions of dollars 
xchandise Leader balances . tices eaketote emmy 118 + 22a he LOUL. iQ | Gea ae) nig a KOA = 2 
ficit on non-merchandise transactions . VS24S! E361, S406 He 1926). & ead & 447 SEL ORM AIAG? 
rrent accoumewbalancebs® «cut «cee cn ee, Sate ho St OE Oy TOG «NB LS . Lie ney 306M 3249 
pital movements (1) ol Bbinas et heads =) EET 287, HESS 27 7S 5B 259 wal 1 26u A ege9 + 293 + 194 
Meee COGMrfOrmsn® 6.355%, cee es. wee BOG Vo AO2A uae 462)! + 224° ap 290 ag PrSTS BA27 5 
Short-term roms? Pyeeki cas . stky . Oa G3 ee 246 - 204 + 34 - 345 + 269 = 2372) (a8 


with International Monetary Fund .... + oy) ee Por prem Patti ke. LBS - 09 Se ENS) 


) Excluding change in official exchange holdings. 


Canada's total receipts from international transactions in goods and services rose $1,044 
llion or 17 per cent from $6,097 million in the first 6 months of 1966 to $7,141 million in the first 
lf of 1967. Total current payments expanded $828 million, or 12 per cent, from $6,868 million to 
',696 million over the same period. Accordingly, the current account deficit contracted about $216 
'Llion to $555 million in the first half year 1967 from the revised total of $771 million for the 
rresponding period of 1966. Of this improvement, $139 million, or 64 per cent, originated from 
rehandise trade and $77 million from non-merchandise transactions. Approximately 58 per cent of the 
duction in the deficit arose from Canada's transactions with the United States (primarily on account 
| travel expenditures) nearly 14 per cent from transactions with the United Kingdom and about 28 per 
mt with all other countries. Within this last group, as the current deficit widened with the other 
CD countries in Europe, the improvement was concentrated in transactions with the Rest of the Sterling 
ea and in particular with the remaining countries. 

The data for 1965 and 1966 which are included in this report reflect larger than usual re- 
sions. The most important of these relate to commodity trade in 1966. As was noted in the report 
t the first quarter, exports have now been revised to reflect the addition of nearly $60 million 
nsisting to a large extent of automotive products shipped to Latin American markets which became 
own after the earlier estimates were struck. Commodity imports reflect the addition of approxi- 
tely $200 million representing correction for a lag which developed in 1966 in the receipt by the 
ninion Bureau of Statistics of import documents from an important Canadian port. Estimates of capi- 
1 movements in 1965 show sharply increased inflows for direct investment; reporting and other errors 
ce revealed in the construction of final estimates. As is always the case, many other items in each 


the years reflect revisions, on a smaller scale; as the result of more complete information which 
Tow available. 


Summary of Current Transactions with the United States, United Kingdom and Other Countries 
1966 and 1967, and Changes Between the Periods 


fear a en an aT rain anv Inn eannnn nanan nC ae ae 


1966 1967 Change 1966 1967 Change 


De I EN 


millions of dollars 


Second quarter on St DAME Countriesum assess United States 
Merchandise exports (adjusted) ........eee- 2,602 3,020 + 418 1,601 yO 7s + 270 
Merchandise imports (adjusted) ...-.seeeeee f) (o}syil 3,022 Fete 37: 1,927 23234 + 307 
Balance on merchandise trade .....cececsecs - 49 - 2 + 47 - 326 - 363 ae }7/ 
Other current receipts <2... ccccccescvccns 722 910 tr. lbtexe! 468 610 ap LWA 
Other current payments .2.< ices cccewrcons 1,048 geht + 109 747 765 + 18 
Balance on non-merchandise transactions ... - 326 - 247 Gr 79 - 279 => + 124 
WOE! CeCELDES=criciee ow wale oa © aise a welcale #5 65 35324 3,930 + 606 2,069 2,481 + 412 
Total payments eooeoeeoeeeeoee eee eer eeeereeeesee 3,699 4,179 at 480 De Oi 2,999 ar 325 
Current account balance eveeoeveceseeveoeoeveee eee 8 ee = 375 xt 249 4p 126 J 605 = 518 + 87 

January to June 
Merchandise exports (adjusted) .e.ccccceees TOD) 5,629 + 804 2,954 35530 + 576 
Merchandise imports (adjusted) ............ 4,864 5,529 da. B65 35518. 4,136 + 563 
Balance on merchandise, trade .< ic¢.s.0. cess - 39 e100 a Bee eo) - 619 - 606 +8 
Other current: receipts: . diss. dadece des. Beael2 1,512 + 240 815 972 + 15% 
Others Current Payments. teres ccse ess ces cre - 2,004 2,167 + 163 1,402 15447 + 45 
Balance on non-merchandise transactions ... - 732 - 655 a 7 - 587 - 475 + di 
Rotal «receipts: +. Svs sess ew eds Bee ees s oe 6,097 glad + 1,044 3,769 4,502 + 733 
OCH MO AV MCN CSubae cievectelsicreieicis ssc 6 a 5 oats APE 6,868 7,696 + 828 4,975 5,583 + 608 
Current ‘account balance <.c..6«200 seelgvarete el Sane - 555 + 216 =9:15206,4-{45081 + 125 

S United Kingdom Other Countries 

econd quarter 
Merchandise exports (adjusted) .....--ee.ee. 285 319 + 34 716 830 + 114 
Merchandise imports (adjusted) ........e.06. 166 197 + 31 558 591 + 33 
Balance on merchandise trade ..cccorvercsoce + 119 + 122 + 3 + 158 + 239 + 81 
GENER CULEenG. VEGeL pt Si car. cierelajays siujers aise areie/a 94 oi ae 3 160 203 + 43 
OERGwgcurcent epayvimen Coin: <:cicistlete. djs sveleisie.ave,e( eres 102 103 + 1 199 289 +a oan 
Balance on non-merchandise transactions ... - 8 - 6 + i - 39 - 86 - 47> 
EaGa Wer ace Lo tea. cic crcla her tatcrevsiciecths oa sunimiaberenace 379 416 + 37 876 4,033 + 15m 
Ue Lael YANG TNE Asie arespial'e oleic oie) ole: tiayelalcists sy<ialc atele 268 300 + 32 Tah 880 + 123 
Current account balance ...eccee A aseeetie cto: Wale, s + 111 + 116 + 5 + 119 + 153 + 34 

January to June 
Mervehandise exports (adjusted) v. <.« sje: s.0.<6 <i 556 603 + 47 bs3h5 1,496 + 181 
Merchandisemimports: (adsusted)) sree sie sie SE5 348 + So 976 1,045 + 69 
Ba lanceyon merchandise trades aciciec cele « elcle + 241 + 255 oF 14 + 339 + 451 + 112 
Otheyscurrentareces pte ao situ eo de celiw << Sarusvela 169 178 + 9 288 362 + 74 
Othemscunrentepaymemts mo. vecel a cite ce erereic eretcre 196 189 - 1 406 ishil + 125 
Balance on non-merchandise transactions ... ya - 11 + 16 - 118 - 169 - og 
PCL BOO COLES wali sie apatciags'a parsieieeista + aisveiaie ao 725 781 + 56 1,603 1,858 + 233 
IL Fold apa VINEE pace a aca Souci Car sc, Gideon cae Ptah ots af phe 537 + 26 1,382 1,576 + 194 
CULLenteaccounbtmbal ances cise ces sere mimes + 214 + 244 + 30 + 221 + 282 + 61 


Merchandise Trade Balance Improves 


The sharp improvement in the trade balance from a deficit of $39 million in the first two 
‘quarters of 1966 to a surplus of $100 million in 1967 resulted from an expansion of nearly 17 per cent 
in merchandise exports from $4,825 million to $5,629 million offset by a smaller rise of almost 14 per 
cent in merchandise imports from $4,864 million to $5,529 million in the first half of 1967. 

Many commodities contributed to the $804 million gain in merchandise exports between the first 
half years of 1966 and 1967. On the basis, however, of incomplete detailed information, it would 
appear that automotive products accounted for well over one half of the rise. Exports of aircraft 
engines and aircraft parts rose about $40 million; and increases in the neighbourhood of $20 million 
to $30 million each took place in the shipments of crude petroleum, aluminum, copper concentrates, 
‘copper refinery shapes, wood pulp, newsprint and paper products. Shipments were also moderately higher 
for a variety of commodities, including fish products, natural gas, communication equipment, office 
machines and firearms. In total there was little change between the first halves of 1966 and 1967 in 
‘the values of clearances overseas of wheat, but a reduction of nearly $100 million in the shipments on 
Russian account and a much smaller decline to Mainland China were offset by a substantial increase in 
the grants of wheat to India, in particular, and moderately larger shipments to Japan, South Africa, 


the United Kingdom and countries in Western and Eastern Europe. Exports of meat, seeds and uranium 
i 
were lower. 


As with commodity exports, detailed information is not yet available for imports for the month 
of June 1967. Moreover there is some inconsistency in comparing in the context of the revised totals 
of imports the changes in commodity groups as originally tabulated. Notwithstanding these reservations, 
however, it appears clear that automotive products accounted for about 50 per cent of the $665 million 
expansion in merchandise imports between the first halves of 1966 and 1967. Larger imports were also 
indicated for crude petroleum, fuel oil, cotton fabrics, steel materials, machinery, communication and 
other equipment and tools, electronic computers, aircraft engines and parts and photographic goods, 
Imports of nickel, ships and aircraft were, on the other hand, lower. 


| The average prices of Canadian exports, which gained nearly 3 per cent between the first and 
third quarters of 1966, increased but slightly through June 1967. The average import prices after 


rising fractionally between the first and last quarters of 1966 continued to go up a shade in the early 
months of 1967. 


A Reduced Deficit on Non-merchandise Transactions 
Reversing the widening since 1964, the non-merchandise deficit declined more than 10 per cent 
from $732 million in the first half of 1966 to $655 million in 1967. A sharp swing between the second 
quarters in the international travel balance from a deficit to a substantial surplus was the principal 
factor in the improvement. Migrants' funds and inheritances, freight and shipping accounts contributed 
more moderately to the favourable change, while official contributions, gold production available for 
export and the balances of the other "invisible" items deteriorated. 


Balances on Principal Non-merchandise Transactions 


First six months Change 


1964 e90> 1966 1967 in 1967 
ODDO] in 1967 


millions of dollars 


1d production available for export ............ er + 69 + 63 + 59 


- 4 
avel SRBOMOLCULES a ce a0 mmrene > «.. Hoel gear na : - 138 - 155 ~ 173 - 9 + 164 
terest and dividends ...... eh On CS Wee cacy Rae A — Sioul - 358 - 345 - 382 - 37 
MUPIOH OC GNIDDING Coy ci cas cacecccesnciw J. ‘ - 14 - 37 - 40 Se PS qe LS: 
Meeatances and migrants" funds ................ an ve Bel eee) + 68 os 
ficial contributions ...... Spit SEIS OHA Oe : - 28 - 44 - 47 - 132 - 85 
Meother current transactions .................. - 223 - 200 - 225 - 234 - 9 


Lance on non-merchandise transactions ........ a - 672 - 718 = 732 - 655 aie lg 


- 


A combination of a small decline in the Canadian travel expenditures abroad and a near-doubling 
in the receipts from foreign visitors, attracted by Expo 67 and other centennial year celebrations, 
caused the deficit of $56 million in the 2nd quarter of 1966 to change into a surplus of $120 million 
one year later. This was the first 2nd quarter travel surplus since the late Forties. Because of the 
existence in the first quarter of 1967 of a travel deficit of $129 million, a small deficit of $9 
million remained for the first half year. More than 90 per cent of the improvement of the international 
travel balance was concentrated in Canada's transactions with the United States. From a deficit level 
of between $90 million and $94 million in the first half year 1965 and 1966, the balance changed to a 
surplus of $56 million for the first 6 months of 1967, This dramatic improvement in the travel balance 
of $150 million could be attributed, for the most part, to the rise in the receipts from United States 
visitors from $156 million in the April-June quarter of 1966 to $307 million in the 2nd quarter of 
1967. The improvement in these receipts was but $6 million between the first quarters of the two years; 
and this was counterbalanced by a rise in the Canadian travel payments to the United States of $7 
million between the first half years 1966 and 1967. Nearly 60 per cent of the $150 million gain in 
travel receipts was attributable to the expenditures of persons who arrived in automobiles, and about 
another 40 per cent to visitors who came by bus and aircraft. 


An amount in the order of about $150 


Travel Expenditures million might be considered as a preliminary 
estimate of the additional travel receipts gener- 
First six months ated by Expo 67 up to mid-year. Indicative of 
Change the continuing expansion of these receipts in the 
1964 1965 1966 1967 in 1967 3rd quarter of 1967 is the jump of over 180 per 
millions of dollars cent between July of 1966 and 1967 in the entries 
United States; into Quebec of foreign registered automobiles. 
Receipts ... NGS} 186 220 SU) +157 Although it remains to be seen what the overall 
Payments ... 240 270s SLA oe apo effect on Canada's travel receipts may be, some 
Ballanceynn - 67 = 90 = 94 + 56 + 150 Expo 67 visits particularly over the summer 
months, may be at the expense of normal travel 
Overseas: in some other areas of Canada, and there may, of 
Receipts ... 26 35 38 55 + 17 course, have been changes in the lengths of stay 
Payments ... 97 100 Waly 120 a 3 and other characteristics of travel in the peak 
BeMlENCEY song el Ss6s; oO 7) 65 + 14 months of a year featuring special attractions 
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Receipts ... 199 22 Vey oY + 174 Net interest and dividend payments in 
Payments ... 337 Bi. OmmnZtS ance Znlt + 10 the first 6 months of 1967 rose to $382 million 
RENEE Gogo o Usk o IS o sy 5s © + 164 from $345 million in the corresponding period of 


1966. Almost all of this $37 million increase 
was attributable to reduced interest and dividend 
receipts. Dividend receipts contracted sharply 
Interest and Dividends: Payments during the 2rd quarter, bringing the total for 
the first half of 1967 to $75 million, downigas 
million from the corresponding 1966 estimate. 


Period Total Interest Dividends Dividend receipts from Sterling Area countries 
millions of dollars other than the United Kingdom fell by $10 million 
during the quarter from the exceptionally high 
LOG Zia team gop 1,010 335 675 1966 level, and receipts from the United States 
TOS rae eabe Joa 1,086 383 703 were also halved, mainly as a result of a with- 
|: OG Our eae Raye c 35 428 707 holding tax adjustment relating to transfers in 
earlier years by a large oil company. Total 
OOD 1am suas te 260 82 178 interest receipts were moderately lower at $41 
PIO Sas 244 eat 33 million. At $498 million interest and dividend 
(IGE WO rane PDS 79 146 payments were little changed in total. However, 
TN MOR S57 Haka 246 interest payments were higher at $235 million, 
as a consequence mainly of large United States 
BEING a IPO) Nyc 247 93 154 purchases of new corporate and provincial bond 
ie @! - 250 120 130 issues, while dividend payments were somewhat 
TT Ome eieras 230 93 iy lower at $263 million on account of reduced 
Ty Omer 408 2) 286 payments in the first quarter. 
nO sle Ole 237 105 132 With freight receipts rising $30 million 
Ee Dat 261 130 13t to $371 million and the payments increasing one- 


half as much to $396 million, net payments for 
freight and shipping services narrowed $15 
million to $25 million in the £irst halt yeas 


Sie = 


67. Inland freight receipts on exports gained over this period, as did also Many other items in this 
foup of transactions pertaining to the carriage of an increased volume of trade. On account of a 

«se of over one-third in the receipts, offset by a much smaller increase in the payments, the surplus 
a migrants' funds and inheritances nearly doubled from $35 million to $68 million between the first 
1lf of 1966 and 1967. The number of immigrants arriving in Canada increased from 86,000 persons to 
most 109,000 persons over this period. Gold production available for export declined by $4 million 
» $59 million. 

| Following an addition of $19 million to $52 million in the first quarter of 1967, the official 
mtributions continued to rise sharply from $14 million in the second quarter of 1966 to $80 million 
ne year later. A major part of this large total constituted shipments of wheat in particular to 

idia under the international food aid programme. For the first half year, the expansion in Canada's 
fant aid to foreign countries amounted to $85 million. Larger net receipts from other government 
tansactions, attributable largely to the preparation and operation of Expo 67, were outweighed by a 
.dening deficit on business services and a rise in personal and institutional remittances following 
je warfare in the Middle East. 


On account of the above developments, the proportion of the "invisible" deficit attributable 
interest and dividends rose to 58 per cent in the first half of 1967 from a level short of 50 per 
nt in the corresponding periods of 1965 and 1966. The proportion for official contributions expanded 
om roughly 6 per cent to 20 per cent; and the share for miscellaneous current transactions widened 
jom 28 per cent in the first 6 months of 1965 to 31 per cent and to approximately 36 per cent in the 
test period. The contribution of travel expenditures to the non-merchandise deficit contracted 
om over 20 per cent to about 1 per cent in the January-June period of 1967, while the proportion for 
eight and shipping services narrowed slightly from approximately 5 per cent to 4 PeCEeCen Ewe tE OM per 
nt, the offsetting contribution of gold production available for export remained practically unchanged, 
t that of migrants' funds and inheritances widened from 1 per cent to 5 per cent and to 10 per cent 
mene first half of 1967. 


Exports and Imports of Goods and Services 


(Seasonally adjusted at quarterly rates) 
i 


Goods Services Total Current 
cae pay- account 
receipts 
Exports Imports Balance Receipts(1) ea ete Balance E ments balance 
ments 


millions of dollars 


oe LT (QAS.. 2,066 25019 +0647 666 961 = 295 Low Sz 2,980 - 248 
IIE) gee ce lis 23080" +2835 673 992 - 319 2,788 3,072, = 284 
CELOLE« 25210 25186 +9924 708 1,008 - 300 Zr ILG 3,194 - 276 

DY Ol ws 29354 25942 eG 12 689 17,023 - 334 3,043 353650 B22 
ROarca ea. 8,745 83627 +7118 2,736 3,984 - 1,248 11,481 L2, 011 eeer teg0 

fe tO... 2,492 2,394 + 98 ou ney) - 308 33223 3,433 = 210 
MIs Oe ve 2,218 2,486. + 32 754 1,061 - 307 Big272 3,547 = 275 
ale Oe. s 26033 2,900 or 47 1D, inane ee) = 378 35.390 D5 fae = SS yk 
TIO) es 2,683 2030 +0047 773 1,141 - 368 3,456 aT Tees B21 
Vearesé. 10,326 10,102 + °224 3,015 4,376 - 1,361 13,944 14,478 - 1,137 

foe 6k CQ. 2,899 ee7 lO . +9089 805 1,105 “ 300 3,704 30815 a LAL. 
te ar Zy92L 2,838 + 83 963 Denys - 210 3,884 4,011 - WAz7 


) Including immigrants!’ funds and inheritances, by quarters in 1965: 54, 53, 53 and 56, 
‘ Including emigrants' funds and inheritances: D453 DOs: 55; And Sa. 
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Canada's current account deficit, after adjustment for seasonal variations, contracted 64 per ~ 
cent from the second half of 1966 to the January-June period of 1967. This latter balance stood at 
about one half of the deficit for the first half of 1966, which itself was comparatively small. A 
pronounced rise in the merchandise trade surplus, particularly in the first quarter of 1967, combined 
with a narrowing trend in the non-merchandise deficit brought about this improvement. From an estimate 
of $2,683 million (seasonally adjusted at quarterly rates) in the October-December quarter of 1966, 
merchandise exports gained $238 million, or almost 9 per cent, to $2,921 million in the second quarter 
of 1967. About 90 per cent of this increase occurred in the first quarter. Over the same period of 
6 months, merchandise imports rose $202 million, or more than 7 per cent, to $2,838 million; and well 
over 60 per cent of this increase was attributed to the second quarter of 1967. Reductions in the 
deficits on interest, dividends and miscellaneous current transactions largely accounted for the 
narrowing of the deficit on non-merchandise transactions in the first quarter of 1967. But in the 
second quarter, these changes were reversed and in part offset a substantial improvement of $200 
million in the travel balance. 


Principal Non-merchandise Transactions 


(Seasonally adjusted at quarterly rates) 


1966 1967 
18 (0) MIL Le) Ie) IV Q Year Le II Q 


millions of dollars 


Receipts 
Gold production available for export ....... 3a 30 30 32 125 33 27, 
Aeeniel! GogoGiGnVEMIeOS Gogoeoadacucucooddoocoe : 205 214 210 211 840 231 403 
WaMeSSSie ehnel talkin Avalsnley Hos ee goo nogoconnweou aU 85 85 70 83 323 73 57 
Bie eis andre siip pane. wie ciensisteweree aiererere ciate oe é 180 184 195 197 756 196 202 
Inhertitanees and migrants’ -fand's, 2. iwi inten 58 67 71 TZ 268 ee: 89 
AM Other GEransactloOms. Gis cs-su<slereterd syaiere cs A 170 174 181 178 703 195 185 
eit ales Me beniaLg, Sraes glide ra wictaashnme ave. ciacerains piciad areh ee Wipe 754 757 YS. 3,015 805 963 
Payments 
Gold production available for export ....... - = = = = = = 
Travel ‘expends tur core ow oi isis s Sei o's engine tee eke 224 221. 230 228 903 243 215 
Intenest. and divwidendsamss. ses dets cote oR 263 277 284 311 SS 2 286 
Freden tC landssh i ppinee eam aais «ited eisrs ce once enbels 204 205 208 208 825 212 218 
Inheritancés-and migrants’ funds .2.<.¥2.2% - 46 48 52 52 198 54 ae 
APOE er BETA sact lOncies scxecrasicsa oer setet meres 302 310 361 342 Iasi: 339 408 
POEL: ¢ Oo ein crete Pee Achaea ee Oe ol cnn cere arees 1,039 1L506L 915135 1,141 4,376 1,105 i>ig@ 
Balance 
Gold production available for export ....... + 539 e209 hego0 tH 32 este eekZe + 33.37 
LOG Pema’ £ Pures kok sein ctu ages win wore ote oR & - 19 = Le sae20 sap kl t= 63 - 12 + Ite 
imeenest candmddiy dendseles «coerce cee ee - 178 = 1924 — A214 = 2.25.) i= 812 - 184 - 229 
Pireient and seningiviou. < ica weds s+ Ose beak ees - 24 olka em KS = Vie 69 - 16 =- 
inheritances-and. migrants’. funds... <c.+s4 doe + 12 Een Ogee LAI + 20 + 70 + 23 + 39 
MAA sothet serans act onss ke ..o5.eiec< oe cee ce ae Loe =~ 136 - 180 - 164 - 612 - 144 "= 228 
Fae es cain aa tere er ed ae ee - 308 = 307 2 1378 - 368 - 1,361 - 300 - 210 


lransactions by Areas 


Total receipts for the exports of goods and services to the United States increased $733 
villion, or nearly 20 per cent from $3,769 million to $4,502 million between the first halves of 1966 
ind 1967. Total payments to the United States advanced $608 million, or 12 per cent, from $4,975 
villion to $5,583 million. The current account deficit accordingly contracted $125 million, or roughly 
0 per cent, from $1,206 million to $1,081 million in the January - June period of 1967..-Only 10: per 
sent of this improvement originated from merchandise trade, as the gain in merchandise exports was but 
$13 million greater than the increase in imports. Merchandise exports to the United States rose more 
than 19 per cent from $2,954 million to $3,530 million, while imports increased over 15 per cent from 
13,573 million to $4,136 million. Exports of automobiles and parts and of trucks under the duty-free 
“\rrangements increased substantially. Shipments of agricultural machinery, including combines and 
arts, and of crude fertilizers also expanded. Increased supplies in the United States reduced exports 
v£ beef to that country below the total for the first half of 1966. 


Continuing large arrivals of automobiles, 
Quarterly Current Account Balances engines and parts constituted an important part 
of the rise in the imports. Imports of agri- 
cultural machinery, excavating equipment and 


Ib, IAG “(O) UIE LO TAI 40) Year electronic computers were higher in 1967. 
millions of dollars The sizable improvement of $150 million 
in the travel balance with the United States, 
Inited States: described before, was in part offset by much 
DM ee Bae sane. se O4l -. 907 - 119° 7 "468 - ‘1,635 smaller deteriorations in the balances pertaining 
ee eee See et = OO Dae e “1/5 een 635° < 1,937 to interest, dividends, migrants' funds, gold 
Oe ke cae +001 =-/605°- 185 - 626 - 2,017 production available for export and some other 
OT bon Satelx sle'e's =psd63; - 518 services. The net reduction in the non-merchan- 
| dise deficit amounted to $112 million from $587 
Iited Kingdom: mis Lions £o0:S4/'5) mi liion. 
ara ele Jt Oe te 6enct e2 Sy 605 
a ceo elles 8 130) + 505 With an advance of $56 million in the 
| USOG\ Cre . +t 103 + 111 + 100 + 107 + 421 receipts from the United Kingdom to $781 million, 
BIC MREE fee. ch 2 8) Fe LLG offset partially by a rise of $26 million to $537 
million in the payments, Canada's current account 
ither countries: surplus widened 14 per cent from $214 million to 
mro64 ......... 118 + 208 +171 +109 + 606 $244 million in the first two quarters of 1967. 
GES cyurhide oR: pia 62807 4 a7 EST IG + 302 The improvement was distributed just about evenly 
M066 . oe... Ghee Giese ae + 459 between merchandise trade and non-merchandise 
es leet &. [29 4° 9'59 transactions. Merchandise exports amounted to 


$603 million in the first half of 1967, up more 
than 8 per cent from $556 million for the same 
period of 1966; and the estimated imports for 

1967 of $348 million stood about 10 per cent 

bove $315 million for the January - June period of 1966. Non-merchandise receipts increased $9 million 
o $178 million, while the payments declined $7 million to $189 million. Of the improvement of $16 
illion in the "invisible" balance, migrants' funds and inheritances accounted for about a half. 


| Canada's current account surplus widened $61 million with the other countries from S221 amination 
o $282 million. Total receipts increased 16 per cent from $1,603 million to $1,858 million, while 
otal payments rose 14 per cent from $1,382 million to $1,576 million. Merchandise exports totalled 
1,496 million in the first half of 1967, up nearly 14 per cent from $1,315 million in the same period 
£1966. Contributing to the change was an addition of about $55 million of wheat shipments under the 
foreign economic aid programme. The estimated increase in merchandise imports was 7 per cent from 

976 million to $1,045 million. 


Besides the enlargement of $85 million in the official contributions, smaller deteriorations 
ook place in the balances of interest, dividends and personal and institutional remittances. The 
Tincipal offsets were improvements in the balances of migrants' funds, travel and freight and shipping 
ervices. In total, non-merchandise receipts gained over 25 per cent from $288 million to $362 million, 
hile non-merchandise payments expanded about 30 per cent from $406 million to $531 million; and thus 
he "invisible" deficit widened $51 million to $169 million. 


Financing of Canada's Bilateral Account with the United States 


1966 1967 
1964 1965 1966 


inte G, TEATIE (Ol INA LQ Heit (0, 


millions of dollars 


Transactions with the United States:(1) 


Current account balance .....-.02-0-- - 1,780 - 2.075. - 2,142 = 6349. 215 (22655 mer Cee 
Capital movements in long-term 
HONS) Go ecods NEGRO OS OOO DOCU COO OO + 1,013 + U,105° + 1,205" + 2500 29 ede 430) -FeZog 
Capital movements in short-term 
EO EMS eaeherersicraisteiskeraioleteketsloceelrerelel siete + 626 - 668 - Gy 46 INS ss Dey 4b SP = 5. il 
Totals ccc civeecocieesccccdcsocecnes = LAL = 1,638> ~e1j10Gr-o-369 18345 0e eee oer 
Financing: 
Transactions with rest of world: 
Cunnentaeaccountmba lamCermre tte. -c) erence c + 211. oF 807 + 880 + 230 + 226 + 219 + 257 + 269 
Capital movements in long-term 
ROI SMMctersretel Relecersieteieie scrote ola ielecuerarsts - Us S 241 - LS ae cOn ae OO Eo maa = 45" Oo 
Capital movements in short-term 
OMS Ee oneiste a oterotcisieietetes «5.6 oc anetsterels As 659 +1,091 - 7 VES ili FAS SS NT s° © 22° = aT 0 
Sub-totals ........ cece ere eeeee ap S59) ep OS aE 620 + 223 + 68 + 408 + 189 + 405 
Gold production available for 
ROME. oo ooo odio OOO OO UO OOD OOF NOS + Was He 138 + 125 + 29 + 30 + 32 + 9°33 +6 


Increase (-) in official Canadian 
holdings of gold, foreign 
exchange, net asset with the IMF, 


GEES pancactindd conde AngococConcoa pw - 363 «- 157 + Sey ce Ih pe deldye’ Spe » INY) +> 130 =F 


MOL US) voisvacorere she oie cis 2s ea 6) 416) shee « ia6i 6 oF 141 + 1,638 +1,104 + 369 +183 +459 + 235 + 486 


(1) Excluding gold production available for export and changes in official monetary assets, shown with 
financing. 


Canada's current account deficit with the United States in the second quarter of 1967 (excluding 
gold production available for export which is conventionally attributed to the United States account) 
was $544 million. Net capital movements between the two countries produced an inflow of $58 million as 
an influx of $239 million of long-term capital was in part offset by an outflow on short-term account 
of $181 million. In sum these transactions with the United States gave rise to net payments by Canada 
of $486 million, over twice the corresponding figure for the first quarter. 


Transactions with the United Kingdom and other overseas countries led again to net receipts by 
Canada. At $405 million this amount was twice the first quarter inflow. The rise in the normally 
favourable current account balance and the reverse of the characteristic pattern of outflows from 
capital movements in long-term forms to a net inflow both contributed to the increase, however the 
major influence was a swing of $123 million in short-term capital movements from an outflow of $23 
million in the first quarter of 1967 to an inflow of $100 million in the quarter under review. A large 


part of this reversal represented net receipts by the Canadian banking system of foreign currency from 
overseas customers. 


The $81 million imbalance between the net payment to the United States and the net receipt from 
overseas countries was financed by a reduction of $55 million in official holdings of gold, foreign 
exchange and IMF balances, and by Canadian gold production of $26 million. 


The net spot holdings of foreign currency assets of the Canadian chartered banks vis-a-vis non- 
residents rose, on a transactions basis, by $59 million in the quarter, while those with Canadian 
residents fell by $42 million, an overall increase of $17 million. Claims on residents of the United 
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countries a relatively large increase in assets of $164 million was more than offset by an even greater 
rise in liabilities of $215 million. Foreign currency claims on Canadians dropped by $73 million while 
liabilities to residents fell by $31 million. Thus the net increase of $17 million reflected a rise in 
met assets of $110 million with residents of the United States and declines of $51 million and $42 
nillion with residents of overseas countries and Canada, respectively. 


Capital Movements 


‘ CE . oC he ea ak als a ak SS eee ee 


1966 1967 
Summary 1965 1966 
ICE “O) iT Q IV Q 16) it 


millions of dollars 


japital movements in long-term forms .... + 864 + 1,024 + °224 + 219 + 119 + 316 27S 


Sapital movements in short-term forms ... 4+ 423 - ZE6 ee See) + 269 =e23) S8H81 
Berance on goods and services .....ecce0c.0e 7 1S One 7 o/s) Sp Ail - 407 - 306 - 249 
thange in official holdings of gold, 
_ foreign exchange, and net balance with 

the International Monetary Fund ...... . + l57 = 359 <2 l/e OS - 19 = 13 eee) 


The net capital inflow into Canada (apart from official monetary movements shown separately 
in the balance of payments statements) totalled $194 million in the second quarter of 1967 to produce 
an inflow of $487 million in the first six months of the year, down $29 million from the comparable 
oeriod in 1966. The current account deficit in the second quarter was $249 million. The shortfall 
of $55 million between the capital inflow and this deficit was financed by a reduction in official 
monetary assets. In the first half of 1967 the fall in these assets aggregated $68 million compared 
with $255 million in the first six months of 1966. In both these periods there were official re- 
ourchases of Government of Canada securities which totalled about $30 million in the 1967 half year and 
$70 million in the 1966 period. 
| The net capital inflow in long-term forms in the second quarter at $275 million exceeded the 
current account deficit of $249 million. In the first six months of 1967 there was a positive balance 
from these groups of transactions of $36 million compared with a negative balance of $85 million in the 
comparable period of 1966. Sales of new issues of securities are taken into the balance of payments 
at the time of delivery. The effect of adjusting the actual inflows to reflect the timing of security 
offerings is shown in the accompanying statement. 


Capital movements in short-term forms 


Capital Movements in Long-term Forms resulted in net outflows of $81 million in the 
quarter and $104 million in the first half of 
Necied Adjusted to reflect 1967 compared with a net outflow of $170 million 
Period aga timing of security in the first six months of 1966. Transactions 
offerings in foreign currencies by and through the Canadian 
millions of dollars banking system contributed significantly to 
these movements. 
a OO ape Nes IESE 
Mos os sin + 1,024 + 828 Direct Investment 
1965 LO. fs ap NS ap vaya In the second quarter of 1967 direct 
POA Q i oo 182 + 153 investment in foreign-controlled enterprises 
TITEQs “tt @ 3216 ae 331 produced a net capital inflow of $130 million, 
LV. Qs. ar 253 ew £352 up slightly from the previous quarter's $125 
million. Direct investment from the United 
966 Le OM: +, 28462 tee, SOM: States accounted for over 85 percent of the 
I1Q. + 224 + 260 total while about 10 percent came from overseas 
TIIQ. =e Lee + 133 countries other than the United Kingdom. Mainly 
) TVieQ> a deer LiLo + 134 as the result of a special transaction involving 
| the acquisition by United States interests of 
967 Te Og ar SILLS) +) 362 existing investment about three quarters of the 
JU keK Oe + 215 + 461 total net inflow was directed towards the 


Canadian mining industry. The total net direct 
investment in manufacturing industry which had 
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been relatively high in recent quarters was down substantially in the quarter under review largely 
reflecting the repatriation from United States ownership of a major interest ina large Canadian 
corporation in the beverage field. Direct investment flows to finance special transactions which 
involve the transfer of ownership of existing assets and which are not directed towards new capital 
formation or normal working capital requirements occur each quarter. An increased inflow for these 
types of transactions slightly more than accounted for the rise in direct investment inflows between 


the first and second quarters of 1967. 


The net outflow due to Canadian direct investment abroad at $10 million contracted about two- 
thirds during the second quarter. A significant factor in this reduction was the channelling to Canada 
from a utility in Latin America of funds which assisted in the repatriation referred to above. Apart 
from this irregular movement inwards, the bulk of the funds were directed to the manufacturing sectors 


in overseas countries other than the United Kingdom. 


Security Transactions 


A net capital inflow of $98 million during the second quarter of 1967 arose from transactions 
in portfolio securities between Canada and other countries, a decline of about one-third from the first 
quarter inflow of $152 million. 


Portfolio Security Transactions Between Canada and Other Countries 


Net sales (+) or purchases Year 1966 1967 
(-) by Canadians TSE TSE TT Te 
1965 1966 mete) LELSO nwa. LUO IQ IL Q 


millions of dollars 


Canadian securities: 


Outstanding - Bonds ....... ate 55 ~ 103 <2 = 910, ~2e5 - 10 = 22) 
SHOCKS. . ee. - 274 - 137 - 44 =e 5 - 44 =e 2 = "515 
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Foreign securities: 

Ourstandinew1ssues epee. = a3 = 9350 eZee =O) - 84 - 30 - 44 
Newed'SSUCS #552. sce eee Pic = 5y// = 85 - 7 = 41 - 9 - 26 =9 89 
REELTEMENES™: sc eteea eee Hii: a5 25 + iL) ar 7 5 2 + 4 {- 2 a 2 
Totals, all securities .. + 546 + 303 + 8 + 15 - 79 + 152 + 98 


Transactions in Canadian issues gave rise to a $149 million inflow compared with $206 million for the 
first quarter. Part of the decline reflected official repatriation of foreign pay issues of the 
Government of Canada. Net purchases of foreign securities remained approximately unchanged with a $5l 
million outflow for the second quarter versus $54 million for the first quarter. 


Sales of Canadian new issues at $322 million changed little from the $331 million of the first 
quarter. Provincial government direct and guaranteed bonds and debentures continued to make up the 
major portion of the proceeds from new issues while new corporation bond issues rose somewhat from the 
low first quarter figure to $56 million in the second quarter. At $494 million, total offerings of 
new Canadian bonds and debentures to residents of the United States were the highest since the first 
quarter of 1963. A placement by a Canadian pipeline company to finance the construction by an affili- 
ate of facilities in the United States accounted for a significant part of this total. During the 
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New Issues of Canadian Bonds Sold to second quarter transactions in outstanding 


United States Residents Canadian securities produced a net outflow of 
$37 million or almost three fifths of the first 
/ quarter purchase balance. Second quarter re- 
! Perina Offer- De- Un- tirements of Canadian securities held by non- 
[ ings liveries delivered(1) residents rose to $136 million compared to $63 
} million for the first quarter. This rise was 
millions of dollars accounted for largely by an increase of $57 
million in retirements of Government of Canada 
BID stele aid os Ae A452 L185 318 direct issues which included a special repurchase 
AS eee 1,162 14358 122 of more than $30 million. 
66 «(61 (Ql... 351 512 157 Although the total net outflow for the 
TT SEQ eave! 386 350 193 purchase of foreign securities was little changed 
PLAT Tits Oldies Sure LS 301 107 in the first two quarters of 1967 there were 
Tite Ole xem 210 195 122 changes in its composition. Net purchases of 
| outstanding foreign securities, principally 
967 i OL Reyes Sy7/ Sha 168 United States equities, increased by one-half 
GTi ©) wees te 494 308 354 to $44 million in the second quarter of 1967 
while Canadian purchases of foreign new issues 
1) At end of period. contracted to $9 million from $26 million in the 


first quarter when an international institution 


had floated an issue in Canada 


Jther Capital Flows in Long-term Forms 


Disbursements by the Canadian government under intergovernmental loan programmes aggregated $2 
nillion in the second quarter of 1967 - all under the development loan programme. Repayments of princi- 
cal on earlier loans totalled $2 million. There were no subscriptions to international institutions in 
fhe quarter. 


Detail of Long-term Capital Transactions n.i.e. 
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1965 if Q oe eee eee eseersreoreees ooeoreeeee ps 60 =F 107/ = 43 a 10 iF 70 ny 
| IIE o(@) oe CCFO OOO CHOOT EHH OOH Oe eoeee = 74 Sis 14 = 60 base 3 sF 8 > 55 
TT a-O oo eeeoerer reserves eoeoeerererreroeven = 76 ate PALL, = 55, = 3 = il oa 59 
| Ok. ee Te SEN. $85, at - 42 +o Te 15,29 =,2 +. 3B. em 23 
ee) WD Gn. PRASAD. 5: $) read. didoans - 45 ff e22Melen (23 . ithe 
iii Q eo eer esreeeererrore eeoereeeere eee i< 55 + 72 17 * 4 a 31 ar 44 
TEE GUE. tars hie aetals ste act Moes skcNct oto) chelate - 84 + 49 35 - + 24 = aL 
INV PLOTO Ge) clveteensrstes at Seve Koo Seba iets p72 + 66 - 6 = 2 =) 21.6 =. .24 
61 

1967 I ceeee coor eres eer eeoesreereereoee =. 36 ot 56 “i 20 (3) =f. 41 a 
1LIL : eee e ere ereeneoense ooo eeeeee oeoev verve "7 47 at 101 ae 54 (3) =f 3 ae 57 


(1) Export credits from Canada directly or indirectly at risk of the Government of Canada. 
(2) Finance company borrowing not included in items Dl, 3, 4, 5, 17.3 or 17.4. 
(3) Inlcuded with "Other". 
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Transactions during the quarter arising from the financing of exports directly or indirectly 
at the risk of the Government of Canada led to a net inflow of $54 million. As in the previous quarter 
the predominant factors were net repayments received in respect of past exports of wheat to Sino-Soviet 
countries. 


All other transactions in long-term forms in the second quarter led to a net inflow of $3 
million. Significant net inflows were recorded for long-term borrowing by Canadian enterprises from 
foreign banks while transactions associated with the private financing of long-term trade credits 
resulted in a net outflow. 


Capital Movements in Short-term Forms 


An outflow of $81 million from capital movements in short-term forms was recorded in the second 
quarter of 1967, more than three times greater than the $23 million outflow of the first quarter. Geo- 
graphically there were net movements to the United States and the United Kingdom which were partially 
offset by a net inflow from other countries. 


Non-resident holdings of Canadian dollars fell by $58 million in the period under review, ex- 
actly reversing the total net inflow of the first quarter. Net outflows of $59 million and $7 million 
reduced foreign holdings of Canadian dollar deposits and Government of Canada demand liabilities re- 
spectively. Inflows from net sales to non-residents of Canadian treasury bills declined to $8 million 
in the second quarter from $15 million in the first quarter. During the second quarter Canadian 
treasury bill holdings of residents of other foreign countries showed a $14 million increase, while 
holdings of United Kingdom residents declined. There was no net change in United States holdings of 
these instruments. 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 


1966 1967 
Transactions with all countries 1965 1966 


{ie0) MTL IV Q I Q Lie 


mouilibawojnc: ope cell ikerec: 


17.1 Bank balances and other short-term 
funds abroad (excluding official 


RESCLVES)\ ‘sicr5-wravelseeid cies arte + sis due s's se ER TEL OS - 601 Sey  S Sly/ = Sy ap Sil // +25 
17.2 Canadian commercial paper, etc. ..... + 10 - aS, qe OL a 5 - 6 + 4 
17.3 Canadian finance company paper ...... - 162 - 4 =) a BS ar DY; 3F 7 - 26 
17.4 Canadian finance company obligations, 

MGtiGO. ot orKUd.C erect Soromo do Go So ap AOE) ap ibys = a 44 ar = = 1'9 ap 
Ljgpenkl sotlerm transactions (h) 4:5 slanes. «sk me LOS) Chee De ya Il pa 57 + 234 - 380 - 35 

Total (lee 17) ALS sin swk seieeele ee, UES 76 = PH) a YA SH TIS! +7255 - 81 =(i23 


(1) Includes changes in loans and accounts receivable and payable, and also balancing item represent- 
ing difference between direct measurements of current and capital accounts. 


All other capital movements, as shown in the accompanying statement, led to a net outflow of 
$23 million. As in the first quarter, Canadian holdings of foreign currency bank balances and other 
short-term funds abroad (excluding official reserves) declined resulting in net inflow of $25 million. 
A reduction of Canadian holdings of swapped and other United States dollar deposits again contributed 
to this movement. In contrast to the previous quarter, however, the Canadian chartered banks increased 
their net assets in the United States while their net liabilities to overseas countries rose. The 


effect of these movements was a net inflow from overseas countries and a net outflow to the United 
States. 


7 International transactions in Canadian finance company paper (including that of the financing 
subsidiaries of manufacturing and retail enterprises) led in the second quarter to a $26 million net 
outflow. This was partially offset by a $9 million net inflow as a result of transactions im other 


| = 55 
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finance company short-term obligations (which include borrowings from foreign banks and advances from 
parent companies). These second quarter flows compare with a $7 million net inflow and a $19 million 
net outflow respectively during the first quarter. In addition there were, of course, other finance 
company transactions not identified separately which have been included with capital movements in long- 
term forms, notably in new issues and retirements of Canadian securities. Taken in total, non-residents 
decreased their holdings of these companies' securities in the second quarter by about $15 million, or 
roughly the same as the corresponding first quarter figure. The net capital outflow due to inter- 
national transactions in Canadian commercial paper (including bankers' acceptances) moved from $10 
million in the first quarter to $3 million during the second quarter. At the same time there were $7 
million of net sales of other short-term paper (including notes of banks, mortgage loan companies and 
municipal and provincial governments). 


All other transactions led to a net capital outflow of $35 million. On balance short-term loans 
from non-residents increased in the quarter while changes in accounts receivable and payable produced 
a significant net outflow. 


Qfficial Holdings of Gold and Foreign Exchange and Canada's Balance with the IMF 


There was a further fall in official holdings of gold and foreign exchange in the quarter under 
review which was accompanied by a reduction in Canada's balance with the International Monetary Fund so 
that Canada's net international monetary assets fell on balance by $55 million - the sixth successive 
quarterly decline. 


The decrease in official holdings of gold and United States dollars during the quarter amounted 
to $37 million expressed in Canadian funds, while corresponding holdings of sterling, which are confined 
to working balances, were little changed. Official holdings of gold and United States dollars expressed 
in terms of United States funds totalled $2,169 million at June 30, 1967, a decline of $34 million from 
the beginning of the quarter. 


. A significant transaction in the second quarter affecting Canada's balance with the IMF was a 
artial repayment amounting to $15.0 million expressed in United States funds of the Canadian dollar 
loans made by Canada to the IMF under the General Arrangements to Borrow. At the end of the quarter 
Janada's so-called "gold tranche position" with the IMF together with loans made under the GAB totalled 
3452.4 million, expressed in United States funds, having decreased by $16.1 million in the three month 
oeriod. 


United States Dollar in Canada Exchange Holdings and IMF Balance 


ee nnn ree — — 


Offieial holdings’ oo 


N of gold and Bithernter- 
Period High Low Close a End of period 8 national 
average United States M 
onetary 
dollars 
Fund 
Canadian cents millions of United States dollars 
myo5 IV Q .. 107.78 WOW Sket AN SX0) LOWS ESOS LV. Osis ore 2,665 353 
+1966 iOme. LO7ssl WO GSV& UOT 7/72 107.58 1966 Te Olen. cies PL SN, 379 
iO meme Omenso LOUD Selon Ss OWenOy, Pe SOMr seat < D,.. Byt Gp) 438 
IEEE OY ng WOR eV Ac} MOT SS AMOS TKS} 107.54 Ta Tae eee suey ee 2,244 457 
YE 0) ec, AMON ME 107.78 108.38 108.15 TV) 5. = si402 L236 448 
1967 iL tol yy, SMO Rs RSA lO7s75. 108425 108.07 1967 pOYOM Castaic 2208 468 
Ona OS sae 107.88 107.97 108.16 TE Qaeda 2,169 452 
Sori see OSes 108.16 108.22 108.24 APPLE "seas PR, Misys) 465 
May =paws LOSs.28 NOS Zee Osis 6 108% 21 May eerie ss ors 2a 95 448 
dune .<.. 108.16 LOPETCS) LOT. 97. 108.04 JU Sis 66s 2,169 452 


ek ae ene oe a 2 ee a a ne 

Note: The table of exchange holdings does not include holdings of the Government of Canada at December 
31, 1966 of $144 million of medium-term non-marketable securities of the United States Gov- 
ernment, acquired in 1964 in connection with the Columbia River Treaty arrangements. 
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Canada's Accounts with the International Monetary Fund 


Canadian assets 


Transactions 
Period Subs- Total 
crip- Loans assets 

tion (GAB) 

(Quota) 

1947-1964 550.0 5.0 565.0 
L965) soins 315) (0 600.0 
al KoXoy nese cre 190.0 790.0 
1966 I Q 600.0 
PEO 190.0 790.0 
IIE (6; 790.0 
IE, (0) 790.0 
1967 it ©) 790.0 
1k (0, - 15.0 VISA 


(1) This is a cumulative measure of the net resources provided by Canada to the IMF. 
dollar equivalent of the change appears as item H2 in the balance of payments statement. 


Canadian liabilities = IMF holdings 


Transactions 

Subs Net drawings Net drawings 

crip- (-) of Cana- 
of foreign 

tions dian dollars 
currencies 

and by other 
by Canada 

loans countries 


millions of United States dollars 


427.5 54.3 
35.0 
142.5 


142.5 


= 15.0 


of Canadian dollars 


148.3 
183.4 
47.6 


Pane 
bak ste 
18.7 
8.5 


20.0 
16.1 


Sales of Total 


Canadian 
dollars 
to IMF 

for gold 


34.0 
27.5 


liabi- 
lities 


S675 
246.6 
341.5 


7474) Be 
SORT 
333.0 
341.5 


32h 
322.6 


Canada's 
net 

balance 
with 
IMF (1) 


19a 
35368 
448.5 


37889 
438.3 
457.0 
448.5 


468.5 
452.4 


The Canadian 


Canada's 


net balance with the IMF, when positive, represents the so-called "gold tranche position" plus 


borrowing under the General Arrangements to Borrow (GAB). 


This may be drawn by Canada virtually 


automotically on statement of balance of payments need, but Canada would then be under an obliga- 
tion to restore its net balance to 25 per cent of its quota which is currently $740 million, i.e. to 


$185 million. 


Note: The statement is expressed in terms of United States dollar equivalents in accordance with the 
IMF practice. Since members are obligated to maintain the gold value of the IMF's holdings of 
their currencies, from time to time there have been adjustment payments between the IMF and Canada 


in Canadian dollars arising from changes in the exchange rate. 


These transactions are not re- 


flected above because the series are shown in United States dollar equivalents, and do not appear 
in the balance of payments statements because only the change in Canada’s net asset is shown. 
The adjustment transactions affect the Public Accounts of Canada. 
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| NEW PUBLICATIONS 
; 


| 

| 

The Bureau has recently published two new reports which will be of interest to users of this 
ablication. 


The Canadian Balance of International Payments 


A Compendium of Statistics from 1946 to 1965 


| A convenient and comprehensive volume of statistical series included in annual and quarterly 
eports on Canada's Balance of Payments (DBS catalogue numbers 67-001, 67-201) and Sales and Purchases 
£ Securities between Canada and Other Countries (DBS catalogue number 67-002), containing revisions 
ad extended detail, by period and geographical area, with cross-references. 


235 Pages DBS Catalogue No. 67-505 Price SZ.s50 


n errata sheet bearing the date June 10, 1967 has been prepared and has been included in copies 
istributed since that date, a copy may be obtained on request from the Balance of Payments Section, 
ominion Bureau of Statistics, Ottawa. 


The Canadian Balance of International Payments, 1963, 1964 and 1965 
and International Investment Position 


A volume reviewing balance of payments developments in Canada from 1963 through 1965 with 
‘reviously unpublished detail and with an extensive section on Canada's international position including 
recently completed study of the manufacturing operations in Canada of foreign-controlled enterprises. 


142 Pages DBS Catalogue No. 67-201 Price-$1,50 


The data for 1965 included in this quarterly report supersede those in the above volumes. 


Remittances should be in the form of cheque or money order 
made payable to the Receiver General of Canada and forwarded 
to the Publications Distribution, Dominion Bureau of Statistics, 
Ottawa, or to the Queen's Printer, Hull, P.Q. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1967 are preliminary and data for 1966 are subject to revision 


1965 1966 


N inh ete IV wh aa 
a millions of dollars 
A Current receipts: 
1 Merchandise exports (adjiaSted) co. ccccccccecccccucssesestasgreetepiecees-oceceeecenescnnstans Zaom 26203 oa 2; a: 25 _ 
3 Gold production avatlable TOR CX DONG ii cisveceseteerecntssasoesvasranetenesraqecescces 34 Si) 3) 
4 Travel ex Pen CitULes \.ciccacccass eee ee hs fe ee eee eee 158 415 ‘Tele: 74 184 
5 Interest and GividOndS: <.ccccccunb-ee ed nce: cade es. Hees eee ee 76 US} 103 a 81 
6 Fir ciiphtcandsShipp ites crete cea eee eicree ee ee ek eee eee 167 180 182 156 185 
il Mmheritances andimmpen anus mcs esc sce eeeee ee nsec eee Syd 65 52 44 iat 
11 All other current receipts 156 162 LAL 171 172 
12 Tota lecurrentyreCe pbs ae ceee sr ter eee re eee eG ZOD Sy ies) Sha aks: eerTs Sia Sh 
B Current payments: 
1 Merehandicesimports: (adsusted mememeeeere tererrns terete, scene PS PLING 2,101 2,442 As dg ves) 2,058 
4 EPPAVCIREKDEN GLDUREG, ceaives estes tmeee csc occa eer een ee 219 276 144 191 240 
5 Interestran dedivid endSc. sree eee eee cee emer ees eee 244 225 By 247 250 
6 Freight ‘and shi ppinges: semen este cecccco re cee ee ee 194 208 210 169 2ileZ 
7 Inhenitances sand! elnterancsi: sli Cs meee eee ese rye ner n eetee rere nae 49 61 58 36 44 
9 Officialicantrip ution sens eee tee ee ree eee eee eee Dit Syl 18 33) 14 
fe ANcotherscurrent pay imentSmeeees geen een eee eee. eens 258 25, 268 280 288 
12 Fotal-current:paymentsS wn42 9. ce a4 wee Sere ee Be203 Be UU, B49 3,169 3,699 
Cc Current account balance: 
1 Merchandise trad gt: srsar treet ac eee ec et tne err gem - 27 + 162 + 23 + 10 = “49 
2 Othemtransactions exe ludity ei ks: Gime eee ene eer ee cree - 316 - 97 - 384 - 373 - 312 
3 GOfficlalscon thlOUGl ONS seem exeneeec ctr oar ewer ce Remar enc ree eemnme een, =e el! - 31 - 18 - 33 - 14 
4 i) 0] Fo Ur eon edie rae LANG. Bacaic ep A Ak As ARSE Pen et RRR cea - 364 + 34 - 379 - 396 - 375 
D Capital account: 
Direct investment: 
i DirectuinvestmentiniCanidasee...eac ee eee ee “aloe = Wd + 149 + 128 + 212 
Directtinvestmentiabroad: 2s 28 eee 2 eee eee +33 = 9955 - 46 = 22 - 39 
Canadian securities: 
Set Trade in outstanding bonds and debentures o......ceccccscsesccseeseeeeeseees + 13 + 36 a af 13 - 25 
3.2 Trade in outstanding common and preference StOCKS coeeccccsseceees = OD - 28 - 68 - 14 - 44 
4 ING Wiel SSUCS wes ae eter, er ae a Re AA + 336 + 288 ae o)lIL + 578 + 359 
5 Retinements’ etree: sh Meret acini as OO, A RS ee - 182 - 58 = eal - 113 - 158 
6,7,8 Floreligny se Cuirltles: au. ce ee tat euce Ae cette See ask ee eee eee - 13 - 20 =e) 13 - 79 - 124 
Loans and capital subscriptions by Government of Canada: 
9 VEN COS ECE C Mi omean estates eae orn eee - - - 14 - 6 - S} 
10 I EPAVNVENts: On C ANA Benen erect nsec costs eee eee ee eee + 2 + 1 + 2 + Zz. + 2 
ry Columbia River Treaty, net .... - - ae OWE - - 
116} Long-term capital transactions n.i.e. = 55 ee) - 23 + ii + 44 
Change in Canadian dollar holdings of foreigners: 
14.1 TIC DO SIS tier san nese ne ee ee Ge ee a ee SE = 3 - 19 + 49 - 15 - 8 
14.2 Government of Canada demand liabilities oo... eccccccecececcsceseeeesees ~ 4 - 5 Gio ly - 6 - 2 
14.3 Canddiansinessuryibh Ge ase ee waren eon ee eee ee ee ee =a LO ~ 2 - 3 - 8 - 
iyi Oihemeapitaltmoycm ents: a. et Sear ee ee + 234 2 + 70 = 275 + 44 
E Net capital movement (excluding monetary items shown below) in: 
1 Long-temitform's (Dis toh 1/3) eae oie ee ee Oe + 182 e216 + 253 + 462 + 224 
2 Short-temntforms (14 to! DVI) 2 .sccaducsaucess ees +; 183 - 24 + 128 - 204 +34 
3 io) SL eRe Rear Ae 2 aE tn ae ONT mS ee + 365 + 192 + 381 “hy 258 + 258 
H = C+E| Official monetary movements in the form of: 
1 Change in official holdings of gold and foreign exchange ..ecc.c...-.. - 92 + 144 + 55 - 166 - 181 
2 Change in net International Monetary Fund poSition -.ccccccccccccscsceseee oS ae tei = 53. + 28 + 64 
3 Other special international financial assistanCe oocccccccccccccecccecccsesesess = = = = = 


Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A Ter cnen eae trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 
B 1) the annual reports on ‘‘The Canadian Balance of International Payments’’, 


A ines item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, 
B 11) insurance transactions, and business services. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1967 are preliminary and data for1966 are subject to revision 


1966 1967 ; Annual totals Four quarters 
— ended 
Tit IV I II 1964 1965 1966 June 30, 1967 7 
millions of dollars 
A 
2,695 2,806 2,609 3,020 8, 238 8,745 10,326 11,130 1 
30 32 33 26 145 138 125 121 3 
455 127 81 351 662 747 840 1,014 4 
55 116 62 54 332 322 323 287 5 
209 206 169 202 644 668 756 786 6 
86 67 60 96 169 216 268 309 7 
180 180 197 181 557 645 703 738 11 
3,710 3,534 Stk 3,930 105747 11,481 13,341 14,385 12 
B 
22472 2,766 2,507 3,022 7,537 8,627 10,102 10,767 1 
314 158 210 231 712 796 903 913 4 
230 408 237 261 1,010 1,086 1,135 1,136 5 
225 219 176 220 679 761 825 840 6 
60 58 42 46 201 211 198 206 7 
82 33 52 80 69 93 162 247 9 
286 299 293 319 963 1037 1a53 12197 11 
3,669 3,941 mic We, 4,179 Linke. eC Li 14,478 15,306 12 
Cc 
+ 223 + 40 + 102 - 2 + 701 + 118 oo 224 + 363 1 
- 100 - 414 - 356 = 167 = 1056 - 1,155 - 1,199 - 1,037 2 
- §82 eS = 52 = 80 2 69 = 93 ae ey) a) 247 3 
+ 41 - 407 - 306 29 = 424 = 13130 = Via) = +927 4 
D 
+ 147 + 223 + 125 + 130 + 270 + 535 + 710 + 625 i 
+ 76 - 35 = 930 —ett) = 95 =6 D'S . 20 + 1 2 
- 50 - 15 = 10 Sey: + 77 + 55 ot 1 °T03 = 97 3.1 
- 35 - 44 = 52 - 15 5 98 - 274 Su (al ee; - 146 3.2 
+ 317 + 209 + 331 + 322 + 1,100 + 1,240 + 1,463 + 1,179 4 
= 91 - 140 - 63 - 136 =r ee - 390 + a502 = ~430 5 
= 126 = “35 - 54 = 51 = 52 5 85 - 418 - 320 6,7,8 
= 9 = f17 efi Ts) a 4 < 10 “ 14 3 35 : aT 9 
ane + 19 + 11 2 * 10 + 10 + 24 + 33 10 
= + 32 . = + 54 + 32 + 32 + 32 11 
ae - 24 + 61 + 57 . 54 = ~ 220 + 10 + 83 13 
| + 21 + 12 + 48 - 59 + 28 + aL + 10 + 22 14.1 
+ 5 + 8 - 5 - 7 - + 2 + 5 + 1 14,2 
m+ 2 - 9 + 15 + 8 = 16 + 12 “ 15 + 16 14.3 
mm - 373 + 258 ret eei23 = 45 + 378 ae 246 ie 289 17 
E 
+ 219 + 119 + 316 + 275 + 820 + 864 + 1,024 + 929 1 
ie = 345 + 269 - 23 2 81 =) os 33 + 423 a. = 346 - 180 2 
im - 126 + 388 + 293 + 194 + 787 + 1,287 + 778 + 749 3 
; H=C+E 
- 105 ~ 10 = 35 - 37 + 86 : 11 - 462 <P L8z i 
+ 20 “ 9 + 22 - 18 a 277 + 168 + 103 + T5 | : 


_ Notes: D A minus Sign indicates an outflow of capital from Canada. 
D 1,2 Exclusive of undistributed profits, 


D 17 This item includes mainly changes in private and chartered bank holdings of exchange, international money market 
transactions, loans, and changes in open account commercial indebtedness. It also includes the balancing item 
representing unrecorded capital movements and errors and omissions throughout the accounts. 


H 3 Aminus sign indicates a receipt by Canada. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


THIRD QUARTER 1967 


There were offsetting changes in major components of Canada's international receipts and pay- 
ts in the third quarter, Characterized by seasonal strength, the surplus on transactions in goods 
services in this period was estimated at $201 million, as compared with roughly $30 to $40 million 
the preceding two years and $208 million in the third quarter of 1964, Against a substantial con- 
sution of the Expo-generated travel receipts to the amelioration of the balance on non-merchandise 


asactions was a less favourable trade balance due, among other commodity changes, to a decline in 
at shipments. 


Capital inflows in long-term forms rose in the third quarter to about the magnitude of the 

st quarter, The movement of short-term capital, which has been outward since the beginning of 1967, 
ceased sharply in the third quarter to exceed by over $100 million the recent high level in the same 
acter of 1966. Net capital movements were outward to the amount of $145 million, as contrasted with 
inflow of $206 million in the preceeding quarter and an outflow of $126 million in the third quarter 
1966. Changes in bank balances abroad and in the non-resident holdings of Canadian finance company 
2r and obligations were mainly responsible for the development. Following reductions in six con- 
itive quarters, Canada's official monetary assets rose $56 million. 


Summary Statement 


See eee a a ee ee eee 


1966 1967 
1965 OO aS eS 
IEICE (@, IV Q TQ ie @ IEEE 40, 


millions of dollars 


pnandise trade balance ....... eevee ho TS ee 22 e268 ap AYO) + 96 tc SS 
-cit on non-merchandise transactions ~- 52487 2+ 12861 = Ay = Le = HPT O65 VESTS 
mre account balances 6G 6 rest ee a S230 Se ES7 AT - 407 Eel hy, POG ee O 
Bemirmovements(l)"s.t sotto ete - +1,287 + £4778 = 126 + 388 L SYGyA 4 ONS TWAS 
Bee -CCPM LOUR Gms we ee sees ess ee ewe 8 re OCHEer LT .O24 e246 + 119 trols 230° e309 
Beige UCC eLOCMSE. es terete a sie s ce te ohn ee a ARE) = 246 = ByAS + 269 J 9 — Se MASA 
pee in official holdings of gold, 

yreign exchange, and net balance 

‘th International Monetary Fund .... + iyo 359 - 85 - 19 => ede = 35) + 56 


Excluding change in official exchange holdings. 


icent Transactions in the Nine Months 


) Canada's deficit on current international transactions at $377 million for the first 9 months 
L967 stood at about half of the level of $730 million for the same period of 1966, This favourable 
elopment is indicated in spite of a widening tendency in the current account deficit, after al- 
ance for seasonal variation, in the most recent 6-month period. 


In the comparison of the first 3 quarters of 1966 and 1967, the narrowing in the current defi- 
'was almost completely derived from a reduction of $352 million in net payments on non-merchandise 
isactions. More than the entire amount of this change was attributable to a swing of $415 million 
oa small deficit on travel account in the first 9 months of 1966 to a substantial surplus in the 
12 period of 1967, which resulted from Expo 67 and other centennial celebrations. In view of the 
loxrtance of travel transactions with the United States, over 95 per cent of the contraction in 
rada's current account deficit occurred with that country. 


Merchandise exports advanced nearly 11 per cent from $7,520 million to $8,335 million, and 
‘thandise imports increased 11 per cent from $7,336 million to $8,150 million. In consequence the 


Summary of Current Transactions with the United States, United Kingdom and Other Countries 
1966 and 1967, and Changes Between the Periods 


a I 


1966 1967 Change 1966 1967 Change 
SO a eee 


millions of dollars 


Third quarter All Countries United States 
Merchandise exports (adjusted) .....-....-- 2695 PL TONS! = 13 geese DS + 21a 
Merchandise imports (adjusted) .....-.eeee- 2,472 2,623 Hi ob 1,685 1,373 . > ae 
Balance on merchandise trade ....ceeeeeeeees 223 sean oS. - 138 - 143 = “120 03 23 
Other current Feceipts oc 64 cs cc cece + cesiece's 1015 Ey230 + 241 az 941. + 208 
Qtier Cursent PayMENUG cic mse suans.cieil= reese’ © i sseyy 1,140 - Di, 774 788 = 14 
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irchandise trade surplus of $185 million in the 9 months of 1967 was practically unchanged from the 
sme period one year before. The usual adjustment for the timing of wheat shipments was primarily 
strumental in reducing the Trade of Canada export total for the first 3 quarters of 1967 by nearly 

;> million, as compared with a minor deduction of $3 million for the corresponding period of 1966, 

le recorded import totals on the other hand were adjusted upwards by about $30 million and $33 million 
‘spectively in 1967 and 1966, mainly to reflect progress payments offset by deliveries of aircraft, 


Well over 70 per cent of the $815 million advance in merchandise exports was attributed to 
etomotive products. Exports of aircraft and parts rose about $70 million and of crude petroleum more 
tan $50 million between the 9 months of 1966 and 1967. Copper shipments abroad increased about S40 
jllion; and other commodities recording smaller but still important gains included canned fish, bar- 
ly, tobacco, sulphur, aluminum, wood pulp, fertilizers, communication and office equipment and fire- 
ems. On the other hand, the value of wheat clearances overseas dropped about $175 million; and ex- 
frts of live animals declined more than $25 million. Smaller losses occurred in shipments of meat, 
laxseed, uranium and asbestos. 


| 
More than 60 per cent of the increase of $814 million in merchandise imports was attributable 
_ automotive products. On the basis of incomplete detailed information, higher imports in the 9 
ths of 1967 were indicated for crude petroleum, fuel oil, machinery, computers, communication and 
asuring equipment, machine tools, hardware, aircraft engines and parts, photographic goods, personal 
d household products. Imports of metallic materials declined, notably nickel from an unusually high 
}vel in 1966. Small decreases were recorded in imports of a number of other commodities. 


Average export prices, which increased 4 per cent between January and December 1966, were about 


per cent above the year-before level in the July - September quarter of 1967, Average import prices 
wre only fractionally higher. 


AReduced Deficit on Non-merchandise Transactions 

The narrowing by 39 per cent in the non-merchandise deficit from $914 million to $562 million 
i the 9 months of 1967 was due to travel transactions, augmented by smaller favourable changes in the 
blances for freight, shipping and migrants' funds. On the other hand, official contributions and net 
pyments of interest and dividends increased, while the value of gold production available for export 
dclined. Canada's travel receipts rose about 55 per cent from $713 million in the January - 

eptember period of 1966 to $1,108 million in the 9 months of 1967. As Canadians remained in their 
Suntry to savour the attractions of the Centennial Year, travel expenditures abroad declined $20 
tllion to $725 million in the three quarters of 1967. As indicated before, the international travel 
glance changed by $415 million from a deficit of $32 million to a surplus of $383 million. The 
tceipts from United States visitors rose roughly 58 per cent from $623 million to $983 million, while 
favel expenditures by Canadians in the United States recorded a $13 million reduction to $512 million. 
le travel surplus expanded almost five-fold from $98 million to $471 million. The overseas travel 
ificit contracted by about a third from $130 million to $88 million, as the receipts increased $35 


Ilion to $125 million, while the payments declined $7 million to $213 million in the January - 
ptember period of 1967. 


Balances on Principal Non-merchandise Transactions 
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; With a larger gain in freight and shipping receipts from $550 million to $591 million than in 
2 Payments from $606 million to $632 million, the deficit on this account narrowed $15 million to 

il million. Primarily as a result of a gain in excess of 20 per cent to some 174,600 in the number 

| immigrants with higher per capita funds, the surplus on account of inheritances and migrants' funds 


panded $51 million to $112 million. 


ey 


Travel Expenditures Net interest and dividend payments in 
the first 9 months of 1967 rose by $76 million 
or almost 15 per cent to $596 million, compared 


First nine months 


ee with $520 million in the corresponding period 
1965 1966 1967 of 1966. Most of this increase was attributable 
millions of dollars to a $47 million expansion of interest and divi- 
United States: dend payments to $774 million. Large United 
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contributing to a $34 million rise in interest 
Overseas: payments, while a sharp increase during the third 
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Balancer ercicts - 120 - 130 = es) ap AD $13 million increase in dividend payments. Re- 
ceipts of interest and dividends at $178 million 
All countries: were $29 million lower than the 1966 level. In- 
Receipts ... 636 Tee 1,108 395 terest receipts were moderately lower at $58 
Payments ... 652 745 UZ i720 million. Receipts of dividends at $120 million 
Balance .... - 16 BV ap ehsksh Gp AUIS were substantially reduced, reflecting mainly a 
sharp decrease in the second quarter. 
As the total of official contributions 
Interest and Dividends: Payments for the second and third quarters together were 
equal in 1966 and 1967, the $19 million in- 
Period Total Interest Dividends crease in these expenditures occurred in the 
first quarter. The 9-month total of Canada's 
millions of dollars grant aid was estimated at $148 million in 1967, 
as compared with $129 million in the preceding 
1905 wee eeeeee 1,086 383 703 year. The deficit on miscellaneous current 
1966 ....eeeee 1,135 428 707 transactions widened $25 million, or nearly 8 
per cent, to $356 million. Contributing to this 
1966 IQ... 247 93 154 increase were personal and institutional remit- 
IL Q... 250 120 130 tances (arising from the Middle East war in the 
111 Q... 230 93 137 mid-year) and business service payments, which 
BMS es 408 122 286 were in part offset by the expenditures for 
preparation and operation by foreign partici- 
1967 TQ «+. 242 105 137 pants at Expo 67. The value of gold production 
IL Q... 269 130 139 available for export declined from $93 million 
ILI Oo Gc 263 105 158 


to $84 million in the 9 months of 1967. 


Exports and Imports of Goods and Services 


(Seasonally adjusted at quarterly rates) 
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Goods Services Total Current 
Total pay- account 
receipts 
Exports Imports Balance Receipts Payments Balance ments baleusy 


re ger nS nee en SSP see SS Ss SFSU NSS Ss Scapa 


millions of dollars 
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trent Transactions in the Third Quarter (Seasonally adjusted) 


Canada's current deficit, after adjustment for seasonal variations, increased successively by 
'ghly one-third in the second and third quarters of 1967, The net payments abroad for goods and serv- 
's for these two quarters together however were more than 10 per cent lower than the total for the pre- 
‘ing six months. The widening of the current deficit in 1967 originated from a deterioration in the 
‘chandise trade balance, which was offset only in part by improvements in the non-merchandise deficit, 
fer seasonal adjustment, both merchandise exports and imports increased from the first to the second 
rter, but with imports rising more strongly. Merchandise exports declined more sharply in the fol- 
ving quarter than imports, Reduced clearances of wheat for overseas markets constituted one of the 
ses for the fall. In consequence merchandise exports, seasonally adjusted, were more than 8 per 

't lower in the third quarter than in the January - March quarter, while merchandise imports were 
ghtly higher. A surplus position on merchandise trade narrowed from $182 million, seasonally ad- 
ted at quarterly rates, in the first quarter, to $86 million in the second, and changed into a 

icit of $106 million in the third quarter. Over the same period, net service payments contracted 

m $306 million to $254 million and to $119 million in the July - September quarter, In this quarter 
--merchandise payments were slightly lower than in the first quarter on account of declines in travel 
enditures and miscellaneous transactions, notably official contributions, offset in part by a rise 
\Payments of interest and dividends. Non-merchandise receipts in the third quarter were 20 per cent 
ve the level of the first quarter. This gain was attributable to the rise of about 80 per cent in 
vel receipts, augmented by smaller increases in migrants' funds and interest and dividends, Re- 
‘tions in the value of gold production available for export and receipts from miscellaneous current 
nsactions were partial offsets, 


Principal Non-merchandise Transactions 


(Seasonally adjusted at quarterly rates) 
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It must be appreciated, however, that the two-quarter totals of the non-merchandise deficit 
have been fairly stable for two years prior to the April - September period, after leaving out from 
this comparison travel expenditures (on account of the non-recurring Expo bulge in the receipts) as 
well as official contributions for the irregular timing of wheat shipments. The non-merchandise 


deficit based on the remaining items widened more than 10 per cent in the most recent six-month peri- 


od due to the rise of net payments of interest and dividends. Extraordinary swings in the inter- 


national travel receipts in the Centennial Year posed a problem of adjustment for seasonal variations, 


The irregular portion was estimated and combined with the remainder following its adjustment. 


Transactions by Areas 


In transactions with the United States, total receipts for goods and services expanded 19 per 


cent from $6,043 million in the first 9 months of 1966 to $7,188 million in the same period of 1967, 
Total payments in the meantime rose 11 per cent from $7,434 million to $8,238 million. The current 
account deficit accordingly contracted $341 million, or 25 per cent, from $1,391 million to $1,050 


million, Only a sixth of this improvement was attributable to merchandise trade. Merchandise exports 


gained more than 17 per cent from $4,496 million to $5,279 million, as merchandise imports increased 
nearly 14 per cent from $5,258 million to $5,984 million. The import balance narrowed from $762 
million to $705 million in the first 3 quarters of 1967. References made previously to the trade in 


automotive products apply directly to the increases in both exports and imports from the United States, 
In addition, increased exports to this country covered commodities such as natural gas, nickel, agri- 


cultural combines, and data processing machines, while purchases from the United States of aluminum 


products, excavating equipment, machine tools, air-conditioning and refrigerating equipment were higher, 


Five sixths of the improvement in the 


current account balance originated from non- 
Quarterly Current Account Balances 


TQ WQirg WaQ =e Year well over the whole amount of this change. As 


millions of dollars 


a small decline in Canadian travel expenditures 


United States: in the United States from $525 million to $512 
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surplus from $98 million to $471 million. The 


decline in receipts of interest and dividends. 
United Kingdom: 


If gold production available for export 
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LOG Tema name ee oO wt Lhe eae, count surplus with the United States in the third 
quarter of 1967 was $8 million. Net capital 

Other countries: movements between the two countries produced an 

outflow of $230 million as an influx of $333 
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$934 million in the first 9 months of the year. 


The current account surplus with the United Kingdom widened 8 per cent from $314 million to 
9339 million between the first 3 quarters of 1966 and 1967. This was the outcome of a rise of ap- 
proximately 3 per cent in the receipts for goods and services from $1,134 million to $1,172 milizong 
offset in part by a smaller increase of $13 million to $833 million in total payments, The increase 
in the current account balance was distributed between merchandise trade and service transactions. 
Merchandise exports totalled $888 million in the first three quarters of 1967, up about 3 per cent 
over $859 million for the same period of 1966, while merchandise imports increased nearly 3 per cent 
from $495 million to $509 million. Larger shipments of wheat, barley, tobacco and canned fish were 
mainly responsible for the higher export total in 1967. The merchandise trade surplus widened $15 
million to $379 million. Non-merchandise receipts rose $9 million to $284 million, while these pay~ 
ments declined $1 million to $324 million. Nearly all the items contributed to the $10 million de- 
cline in the non-merchandise deficit to $40 million, with the exception of the travel account. While 
the expenditures by Canadian travellers in the United Kingdom increased slightly in the 9 months of 


1967, the receipts from British visitors to Canada declined. This development probably ensued from the 
curtailment of overseas travel allowances by the United Kingdom authorities in late 1966, _ 


merchandise transactions, the net payments having 
declined $284 million from $629 million to $345 
million. Travel transactions alone accounted for 


mentioned before, a sharp rise in travel receipts 
from $623 million to $983 million, combined with 
million, had the effect of multiplying the travel 


principal partial offset was provided by a fairly 
large increase in payments together with a small 


United States gave rise to net payments by Canada 
of $222 million in the third quarter of 1967 and 
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Financing of Canada's Bilateral Account with the United States 
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ransactions with rest of world: 


mourment account balance ... 1.0... ae. + 1,211.4 807 + 880 + 226 + 219 te 2570 248068 
Capital movements in long-term 
ZOLgURNS Bo cas oe ee Se Pn ey ee tL) pe 2 tee iS lawies SO toe 28 2 CHORES 25 epee 
Capital movements in short-term 
BE LOLMS: <5 5) oie ooo ole oie sisie's Se ere - 659 + 1,091 - feet) Omae 217 SOtse je 129) Rates 
SUDTEOEALS vai e's ces's . se eeees te 359 1 OST Met RO20M 684-5408 +1 93 Berth GO2. te 258 
Old production available oo 
er DOie neta es. 86S Sees ose a0000s + 145 + IESke} © se WAS se SO) ae Se ap ge) ae PX) SS DS 


mcrease (-) in official Canadian 
holdings of gold, foreign 
exchange, net asset with the IMF, 
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. Excluding gold production available for export and changes in official monetary assets, shown with 
financing. 


A small decline of $13 million occurred in Canada's current surplus with other countries from 
7 million to $334 million, This change resulted from a decline of $71 million to $511 million in 


| export surplus, which was offset in part by a $58 million contraction from $235 million to $177 
Lion in the non-merchandise deficit. 


Canada's current account surplus widened appreciably with the rest of the sterling area, in the 
onths of 1967, but contracted with the remaining countries other than those in the OECD group in 
lope. With this latter group, the current account deficit appeared to have changed but slightly, as 
esult of a reduction in the export surplus being counterbalanced by a contraction in the "invisible" 
Beit. The improvement in the balance with the rest of the sterling area was derived largely from 
anded merchandise exports to countries such as Australia (e.g. newsprint and automotive parts), 
ublic of South Africa (e.g. wheat) and Jamaica. Enlarged exports to India and Pakistan included 
stantial shipments of wheat donations particularly in the second quarter. The decline in the 
rent account surplus with the remaining countries originated from merchandise trade as the surplus 
faon-merchandise transactions rose slightly. Wheat deliveries to the U.S.S.R. dropped sharply and 
9 less drastically to Mainland China. A rise of about 50 per cent in the value of exports to Japan 
(the 9 months of 1967 provided an important offset. 


Total current and capital account transactions with the United Kingdom and other overseas 
atries led again to net receipts by Canada, which at $253 million in the third quarter brought the 
low for the first three quarters of the year to $838 million. The customarily favourable current 
ount balance was again recorded in the third quarter but at $168 million was down substantially 
n the levels of the first two quarters. A net inflow of $109 million also arose from short-term 
ital movements largely reflecting net receipts by the Canadian banking system of foreign currency 
n overseas customers. Capital movements in long-term forms reverting to the more usual pattern 
ved a small outflow of $24 million. 
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The $31 million difference between the net receipts from overseas countries and the smaller 
total net payment to the United States together with the gold production available for export of $25 
million are both reflected in the $56 million increase in official holdings of gold, foreign exchange 
and IMF balances. 


Capital Movements 
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Capital Movements 


Following three successive quarterly net capital inflows into Canada (apart from official 
monetary movements shown separately in the balance of payments statements) a not unusual net outflow 
of $145 million was recorded in the third quarter of 1967. The total net capital inflow for the first 
nine months of the year was therefore reduced to $365 million. In 1966 there was a net outflow of 
$126 million in the third quarter and a net inflow of $390 million in the first three quarters of the 
year. The current account surplus in the third quarter was $201 million, which after taking into ac- 
count the capital account outflow led to an increase in official monetary assets of $56 million. In 
the first nine months of 1967 these assets fell on balance by $12 million a considerable reduction 
from the decline of $340 million recorded in the like 1966 period. In both these periods there were 
official transactions associated with the level of these assets which involved purchases of securities 
totalling about $30 million in 1967 and $165 million in 1966, 


Sales of new issues of Canadian securities again accounted for a considerable proportion of the 
long-term capital inflow. These sales are taken into the balance of payments at the time of delivery. 
Offerings for later delivery have been relatively high in recent quarters. The effect of adjusting 
the actual inflows to reflect the timing of security offerings is shown in the accompanying statement. 


Capital movements in short-term forms 
resulted in net outflows of $454 million in the 
quarter and $515 million in the first nine months 
of 1967, Transactions in foreign currencies by 


Capital Movements in Long-term Forms 


ect Adjusted to reflect and through the Canadian banking system contri- 
Period ae timing of security buted significantly to these movements while 
offerings reductions in non-resident holdings of Canadian 
—e short-term finance company obligations and other 
millions of dollars money market instruments were also prominent in 
the third quarter. 
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decrease in assets of $103 million was augmented 
- by a rise in liabilities to them of $21 million. 
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‘oreign currency claims on Candians edged down $1 million while liabilities to residents increased by 
5146 million. Thus the net increase of $85 million reflected a rise in net assets of $356 million 
with residents of the United States and declines of $124 million and $147 million with residents of 
y»verseas countries and Canada, respectively. 


direct Investment 


The net capital inflow for direct investment in foreign-controlled enterprises in the third 
juarter fell to $130 million from $140 million in the second quarter. About 80 per cent of this in- 
low came from the United States while most of the remainder was accounted for by overseas countries 
yther than the United Kingdom, Mining and manufacturing received the bulk (around four fifths) of 


shis inflow which was largely devoted to the formation of new capital rather than the purchase of al- 
ceady existing plants. 


| The net outflow during the third quarter due to Canadian direct investment abroad at $5 mil- 
-ilon was about half the outflow for the preceding quarter. It was characterized by net inflows from 
the United States and the United Kingdom (due to reductions by Canadian corporations of assets in those 
sountries) which were more than offset by investments in other foreign countries. 

jecurity Transactions 
Transactions in portfolio securities between Canada and other countries during the third 
quarter of 1967 resulted in a net capital inflow of $117 million, greater by two fifths than in the 
orevious quarter. The net sales balance arising from transactions in Canadian securities during the 
juarter rose from $129 million to $238 million, while net purchases of foreign issues of $121 million 
compared with a $48 million net outflow for the second quarter. During the first nine months of 1967 
chere was a net capital inflow of $359 million from Canada's international transactions in portfolio 
securities compared with $382 million for the corresponding period of 1966. 


Portfolio Security Transactions Between Canada and Other Countries 
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“oreign securities: 


mpOutstanding issues ........ - a8 - 350 - 87 - 84 - 30 - 4l - 108 
meNew issues ........ Rfodscletel <te - Sy - 85 - 4l - 9 - 26 - 9 - 15 
Re EIreMeMLGmets ers coleWeitel'e ore one aF 25 =P Ay ae OB ap ap pp =p OE ae 
Totals, all securities .. 546 + 303 ap ILS Sa) + LoL am toll + 117 


The proceeds of new Canadian issues sold abroad declined ten per cent during the third 
quarter to $276 million. Sales of new provincial direct and guaranteed issues dropped by more than 
one half from the second quarter of 1967 while those of municipalities, railways, and corporations 
»ach rose considerably. Total offerings of new issues of Canadian bonds and debentures to residents 
»9£ the United States dropped to $326 million, down nearly one third from the second quarter level. 
[fransactions in outstanding Canadian securities during the quarter resulted in a net inflow of $21 
villion, the first quarterly sales balance since the third quarter of 1965. Net sales of Canadian 
»quities, which were concentrated largely in September, totalled $30 million, the first such quarterly 
-ncrease in foreign holdings of outstanding Canadian equities since the second quarter of 1961. 
?articularly significant in this movement was the sale of a large block of outstanding shares of a 
sanadian mining compariy to a United States financial organization. (Transactions with United States 
cesidents in many outstanding Canadian securities have been subject to an interest equalization tax 
since the middle of 1963. This tax which was originally 15 per cent was revised to 22 1/2 per cent 
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New Issues of Canadian Bonds Sold to as of January, 1967 and later lowered to 18 3/4 
United States Residents per cent at the end of August.) Retirements of 

Canadian securities during the quarter fell some 

sixty per cent to $59 million, due almost en- 
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Offer- Nex Un- tirely to a $59 million drop in the retirements 
Period ings liveries delivered(1l) of Government of Canada direct issues from the 
second quarter when official repatriation was 
millions of dollars prominent, 
EI Lobe aire eer ie 1,452 ie Fae, 318 The net capital outflow of $121 million 
(O66ee SOL eee 1-162 1, 358 12D due to transactions in foreign securities during 
the third quarter rose to about two and one half 
1966 120 351 512 157 times that of the second quarter. This $73 
EM so aot 386 350 193 million rise was in good part explained by a $49 
ELEy 09% ie 215 301 107 million jump in the net outflow due to trade with 
IV Q 210 195 22, residents of the United States in outstanding 
United States stocks. Purchases of new foreign 
1967 © apy 311 168 issues amounted to $15 million while retirements 
i ae Oe ae 478 291 35)5) gave rise to an inflow of $2 million. 
TI OP Gg ate 326 263 418 


Other Capital Flows in Long-term Forms 

(1) At end of period. 
Disbursements by the Government of Canada 

under intergovernmental loan programs totalled $8 
million in the third quarter of 1967, following amounts of $3 million and $2 million in the first and 
second quarters respectively - all under the development loan program. Repayments of principal on 
earlier loans total $2 million. There was a further subscription of $2 million to a regional invest- 
ment institution. 


Detail of Long-term Capital Transactions n.i.e. 
Item D13 


Export credits(1) 
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(1) Export credits extended from Canada directly or indirectly at risk of the Government of Canada. 


Transactions during the quarter arising from the medium and long-term financing of exports 
directly or indirectly at the risk of the Government of Canada led to a net inflow of $18 million due 
almost entirely to net repayments received in respect of exports of wheat to Sino-Soviet countries. 


All other transactions in long-term forms in the third quarter led to a net inflow of $57 mil- 
lion the largest such quarterly inflow since the third quarter of 1964, The predominant factor in this 
inflow was significant long~term borrowings by Canadian enterprises from foreign banks, 
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Capital Movements in Short-term Forms 


Both long-term and short-term interest rates were at the highest levels recorded for the first 
nine months of the year in the third quarter. Yields on Government of Canada bonds, apart from a 
slight dip in the spring, advanced steadily throughout the nine month period to reach levels unprece- 
dented in recent times of over 6 per cent. Short-term interest rates as measured by the yield on three 
month treasury bills also dipped in the spring concomitant with successive reductions in the bank rate 
which was established at 4.5 per cent in April, 1967. With increasing pressure on short-term interest 
rates the bank rate was raised at the end of September to 5 per cent, a rise which was parallelled in 
the yields on treasury bills as they rose almost 30 basis points in the last week of September to 4.76 
per cent at the weekly tender. As the demand for spot Canadian dollars firmed in the third quarter 
keeping them above the official par value in terms of United States dollars, the discount on forward 
Canadian dollars, which was prevalent for most of this year, increased substantially over the quarter 
to close at 1.22 per cent per annum. 


. Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 
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ing difference between direct measurements of current and capital accounts. 


Capital movements in short-term forms led to a net outflow of $454 million in the third quarter 
compared with a $52 million outflow in the second quarter. On balance there was a movement of short- 
term capital to the United States which was partially offset by inflows from both the United Kingdom 
and other foreign countries, 


Non-resident holdings of Canadian dollars fell by $13 million in the third quarter compared to 
a $58 million reduction recorded during the previous quarter, The shift from quarter to quarter was 
largely accounted for by a swing in holdings of Canadian dollar deposits by non-residents from a de- 
Cline of $59 million in the second quarter to a rise of $6 million in the third quarter. Net re- 
purchases of Canadian treasury bills at $17 million during the third quarter reduced non-resident 
holdings to the lowest level since the fourth quarter of 1966. United Kingdom holdings were unchanged 
while there were declines of $3 million and $14 million in the holdings of residents of the United 
States and other countries respectively. 


As indicated in the supplementary statement covering "Other Capital Movements", in the third 
quarter these items, in aggregate, gave rise to a large net outflow of $441 million, The first 
quarterly rise in 1967 of Canadian holdings of foreign currency bank balances and other short-term 
funds abroad (excluding official reserves) was recorded in the third quarter which led to a net out- 
flow of $260 million. An increase of Canadian holdings of swapped and other United States dollar 
deposits contributed to this movement. On the whole the Canadian chartered banks increased their net 
assets in the United States while their net assets in overseas countries declined. The effect of these 
movements was a net inflow from overseas countries and a net outflow to the United States. 
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The net outflow from transactions in Canadian finance company paper (including that of the 
financing subsidiaries of manufacturing and retail enterprises) more than doubled in the period under 
review to $54 million. This was combined with a $31 million net outflow arising from transactions with 
non-residents in other finance company obligations of a short-term nature (which include borrowings 
from foreign banks and advances from parent companies). Additional finance company transactions. which 
are not identified separately are included with capital movements in long-term forms, notably in new 
issues and retirements of securities. The total of international transactions in these companies' 
liabilities led to net outflows of about $75 million in the third quarter and $15 million 1m each of 
the first two quarters of 1967. Gross sales and purchases in Canadian commercial paper (including 
bankers' acceptances) were exactly offsetting during the third quarter, while there was a $1 million 
net purchase balance of other short-term paper (including notes of banks, mortgage loan companies and 


municipal and provincial governments). 


All other transactions led to a net outflow of $95 million. Repayments by Canadians of short- 
term bank loans from foreign banks formed a significant part of this movement. 


Official Holdings of Gold and Foreign Exchange and Canada's Balance with the IMF 


After six successive declines Canada's net international monetary assets rose in the period 
under review by $56 million, as increases were recorded both for official holdings of gold and foreign 
exchange and in Canada's balance with the International Monetary Fund. 


The rise in official holdings of gold and foreign exchange during the quarter amounted to $55 
million expressed in Canadian funds. Official holdings of gold and United States dollars expressed 
in terms of United States funds totalled $2,221 million at September 30, 1967, a growth,of $52 million 
from the beginning of the quarter. 


Canada's reserve position in the IMF, its initial right to draw in case of need, totalled 
$453.7 million, expressed in United States funds, at September 30, 1967 having increased $1.3 million 
in the three month period. This change was occasioned by a small number of minor transactions in 
Canadian dollars by members of the IMF, 


The growth in Canada's net international monetary assets during the third quarter of 1967 was 
mirrored in the strength exhibited by the spot quotations for the Canadian dollar. Throughout the 
period the cost of United States dollars in terms of Canadian dollars was within the acceptable margin 
below the official parity rate of US$1 = Cdn$1.08108. 


United States Dollar in Canada Exchange Holdings and IMF Balance 
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Note: The table oF exch aoe Td TP 

Note: The table of exchange holdings does not include holdings of the Government of Canada at September 
30, 1967 of $144 million of medium-term non-marketable securities of the United States Government, 
acquired in 1964 in connection with the Columbia River Treaty arrangements. 
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Canada's Accounts with the International Monetary Fund 


Canadian liabilities = IMF holdings 


of Canadian dollars 


Canadian assets 
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(1) This is a cumulative measure of the net resources provided by Canada to the IMF. The Canadian 
dollar equivalent of the change appears as item H2 in the balance of payments statement. Canada's 
net balance with the IMF, when positive, represents its reserve position in the IMF. This may be 
drawn by Canada virtually automotically on statement of balance of payments need, but Canada would 
then be under an obligation to restore its net balance to 25 per cent of its quota which is 
currently $740 million, i.e. to $185 million. 

Note: The statement is expressed in terms of United States dollar equivalents in accordance with the 

| IMF practice. Since members are obligated to maintain the gold value of the IMF's holdings of 

their currencies, from time to time there have been adjustment payments between the IMF and 
Canada in Canadian dollars arising from changes in the exchange rate. These transactions are 
not reflected above because the series are shown in United States dollar equivalents, and do not 
appear in the balance of payments statements because only the change in Canada's net asset is 
shown. The adjustment transactions affect the Public Accounts of Canada. 


QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1967 are preliminary and data for 1966 are subject to revision 
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Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A 
B 


1} Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 


1) the annual reports on ‘‘The Canadian Balance of International Payments’’. 


A 11\ This item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, 
B 11) insurance transactions, and business services. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1967 are preliminary and data for 1966 are subject to revision 
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Notes: D A minus sign indicates an outflow of capital from Canada. 


D 1,2 Pxclusive of undistributed profits. 


D 17 This item includes mainly changes in private and chartered bank holdings of exchange, international money market 
transactions, loans, and changes in open account commercial indebtedness. It also includes the balancing item 
representing unrecorded capital movements and errors and omissions throughout the accounts. 


H 3 Aminus sign indicates a receipt by Canada. 
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QUARTERLY ESTIMATES OF_THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Fourth Quarter 1967 and Preliminary Estimates for the Year 1967 


The sharp contraction to $425 million in Canada's current account deficit from transactions in 


_ goods and services which occurred in Canada's Centennial Year was even greater than had been expected, 
_ The improvement of over $700 million in 1967 was the result of a substantial growth of some $250 


million in the merchandise surplus and of an extraordinary improvement of about $450 million in the 
non-merchandise balance as the result mainly of Expo 67. The balance ended the year on a strong note 
which reflected a recovery in demand for Canadian merchandise exports to the high levels prevailing 


| @arlier in the year, as rising import demands within the United States economy replaced demand from 
_ overseas countries for wheat and some other Canadian commodities, combined with some decline in domestic 
demand for imports. 


Inflows of capital in long-term forms of $1,386 million were partly offset by outflows of $943 
million in short-term forms. -Canada's official monetary assets increased $18 million over the year. 


The relatively small current account deficit of $425 million experienced by Canada in 1967 


'implied a further growth of net foreign investment in Canada, which also increases as a result of net 


undistributed earnings accruing externally. Canada's balance of international indebtedness (which 


includes equity as well as contractual investments) is estimated to have reached the order of $24 


billion (at book value) at the end of 1967. This is about six times the level of eighteen years ago, 


_and double the figure of a decade ago. Long-term foreign investment in Canada is approaching $34 
billion and other claims of non-residents add about $5 billion to Canada's liabilities. Canadian 


assets abroad have a total book value of about $15 billion, including about $9 billion of investments 
in long-term forms. 


Summary Statement 


1966 1967 
1965 1966 1967. ———-)S—- ——_-——-— 
IV Q ThQP errr G. Hepeg Veen 
millions of dollars 
(M@echandise trade balance ............. ar 118 + 224 + 480 + 40 te Oo ae te SS 7 ES 
Deficit on non-merchandise transactions - 1,248 - Ie SO = 905 - 447 = NE ee DEY te ISS SES 
Meer’ account balance ........ceceeee oe Vir tlal 50g 51137. = 425 - 407 SLO = 248 224) v= 85 
Meat movements(1) fac... ceceneccses Tea core Mees (8 -F 443° +388 +303 4.193. 168 3.715 
ET TCI ROGINS? wens ekeuearay shore. ave inete adic’ « + 864 + 1,019 +1,386 +112 seo, “Gh eS Sesion ee Gio) 
CCT TOTS is 5.0 an w aie wiwsacsia ele one's ty po 230 0-5) 24) = (943 (+ 276 Sh bie OD OO cS 
Change in official holdings of gold, 
foreign exchange, and net balance 
with International Monetary Fund .... + 157 - 359 + SN ig Oe ees 


(1) Excludins change in official exchanze holdings. 


Both total receipts and payments on international exchanges of goods and services between 
Canada and foreign countries rose to record high levels in 1967. The exports of goods and services 
advanced 12 per cent from $13,341 million in 1966 to a preliminary total of $14,945 million, while 
‘Payments increased 6 per cent from $14,478 million to an estimated total of $15,370 million in 1967. 
The current account deficit accordingly declined considerably from a high level of $1,137 million in 
1966 (and $1,130 million in 1965) to $425 million in 1967, which practically corresponded with the 
1964 deficit. 


Somewhat under two thirds of the reduction in the deficit in 1967 originated from non-merchan- 
dise transactions, and travel expenditures alone accounted for more than the improvement for the whole 
group of “invisibles". In accounting for over a third of the reduction in the current account det iicnte, 


Summary of Current Transactions with the United States, United Kingdom and Other Countries 
1966 and 1967, and Changes Between the Periods 


1966 1967 Change 1966 1967 Change 


millions of dollars 


Fourth quarter All Countries United States 
Merchandise exports (adjusted) .....ccsceee 2,806 32055 = 249 7593 220449 =. 9200 
Merchandise imports (adjusted) ..... See 237008 25707 - 4 1,984 2,006 + 22 
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Note: Omission of items A7 and B7 for inheritances and migrants' funds in the main balance of payments 
table at the back of this report yields exports and imports of goods and services as published in 
the National Accounts. 


the.merchandise trade surplus in 1967 more than doubled from the preceding year. Bilaterally, the 

large decline in Canada's current account deficit was derived entirely from transactions with the United 
States, as the rise in the current surplus with the United Kingdom was roughly counterbalanced by a 
slightly larger reduction in the current surplus with other countries, Within this group, the current 

_ surplus with the rest of the sterling area expanded, while the deficit with other OECD countries in 

_ Europe was practically unchanged. A substantial contraction in the surplus with the remaining countries 
_ outweighed the favourable changes, 


An Improvement in the Merchandise Trade Surplus 


Merchandise exports and imports (both adjusted for balance of payments use) reached the highest 
_ levels on record in 1967. Merchandise exports expanded about 10 per cent from $10,326 million in 1966 
to $11,385 million, while merchandise imports increased from $10,102 million to $10,905 million, or 

up 8 per cent. The merchandise trade surplus more than doubled from $224 million to $480 million in 
1967. This surplus was not as high as those of approximately $500 million and $700 million recorded 
in 1963 and 1964 but larger than any other year in the sixties. 


A net amount of about $25 million (representing for the most part timing adjustment for wheat 
shipments) was deducted from the Trade of Canada total of exports and re-exports for 1967. The recorded 
import figure was, on the other hand, adjusted by an addition of $28 million. About 80 per cent repre- 
sented compensation for a change in April and succeeding months in the recording of imports, which shifted 
_ forward some 2 per cent of the monthly totals. An excess of progress payments on orders for civil 
aircraft over the value of deliveries in 1967 constituted a further addition to the value of recorded 
imports. These balance of payments adjustments had the effect of narrowing the Trade of Canada trade 
surplus by about $53 million. The recorded trade surplus is based on the corrected import totals 
published for the relevant months of 1966 and 1967 in the insert in July 1967 issue of "Trade of 

Canada -- Imports by Commodities", 


Roughly $750 million, or about 70 per cent of the increase of $1,059 million in merchandise 
exports during 1967 arose from larger shipments of automotive products to the United States and other 
destinations abroad. Based on a comparison of 1l-month totals of other commodity groups, exports of 
_non-ferrous metals gained about $150 million in 1967. Over half of this rise was attributable to 
copper alone; as the prolonged strike in the copper industry in the United States was a factor in the 
increase. Shipments of aircraft, engines and parts rose nearly $100 million as also did natural gas, 
petroleum and products together. Aircraft parts and crude petroleum were particularly important. 
Industrial and agricultural machinery accounted for about another $40 million of the export rise. 
There were smaller but still important gains in the exports of barley, lumber, pulp, sulphur, com- 
‘munication equipment and firearms. Shipments of canned fish, whisky, tobacco, iron ores, chemicals, 
fertilizers and office machines increased moderately. Wheat shipments, on the other hand, fell nearly 
$330 million in 1967. Well over half of this decline occurred in shipments to the U.S.S.R. and another 
one-third in the deliveries to Mainland China. Much smaller declines took place in shipments of meat, 
wheat flour, flaxseed, hides and skins, and uranium. 


Merchandise imports rose $803 million to $10,905 million in 1967. About $590 million, or more 
than 70 per cent, of this expansion applied to imports of automotive products. Imports of awe eiranite 
engines and parts accounted for well over $100 million of the increase. Crude petroleum imports were 

approximately $50 million higher. Less substantial imports included a wide range of commodities such 
as hardware products, communication equipment, electronic computers, laboratory equipment, photographic 
goods, books and a variety of food items and consumer goods. Imports of iron ores and concentrates 


declined about $30 million and of nickel and alloys nearly as much from an unusually high level in 
1966, 


Between 1966 and 1967, average export prices advanced about 2 per cent while average import 
'prices increased only half as much. The rate of increase in these prices slowed down during 1967, 
.from, in the case of export prices, 3 per cent in the first quarter to about 1 per cent in the last 
quarter, 


Balances on Principai Non-merchandise Transactions 
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Change 
1965 1966 1967 in 1967 

isis veal, FAY aS a eT S ony aly eee millions of dollars 
Gold production available for export ............ + 4136 = gee eae) +, 112 - 13 
raves exp eiid VEE asc chia a ce eters et ai etree eget eee ‘ - 49 = 63 + 427 + 490 
inecieocie einel Ghali goococoeénone nec dno OND deoaS - 764 - 812 - 868 - 56 
Freight and shipping 2.0... ncecseescvnecnrsecceve - 93 - 69 Soy! + 18 
Tnheritances andemborants \ Lands -e <sywie ry. snes + 5 + 70 + 124 + 54 
Ofite ka beContr EDUe ONS maven lene ohetencaen nation hehe Rethers ore - 3} - 162 - 177 mi SS 
AiiwothenncuLtentatransacittL On smn teieis-taiecrlns - 392 - 450 - 472 - 22 
Balance on non-merchandise transactions ........ A - 1,248 - 1,361 - 905 + 456 


A Contraction in Deficit on Services and Non-merchandise Transactions 


A sharp reduction from $1,361 million in 1966 to $905 million lowered the 1967 non-merchandise 

deficit below that of any year since 1958. The overall improvement of $456 million was exceeded by 

the change of $490 million in the travel balance alone, which changed from a deficit of $63 million 

in 1966 to a surplus of $427 million in 1967. Migrants' funds and inheritances and freight and shipping 
services accounted for $54 million and $18 million respectively of the reduction in the "invisible" 
deficit. A continuing expansion in the deficit on interest, dividends and miscellaneous current trans- 
actions, an increase in official contributions, and a decline in the value of gold production available 
for export were the offsetting factors in the overall contraction of the non-merchandise deficit. 


Following increases of somewhat over 10 per cent in the preceding two years, there was a rise 
of 55 per cent in travel receipts from $840 million in 1966 to $1,304 million in 1967. This almost 
phenomenal rise was attributable to Expo 67 and other Centennial Year activities. Over 90 per cent 
of this increase originated from expenditures in Canada of travellers from the United States. Travel 
receipts from that country rose nearly 60 per cent from $730 million to $1,158 million. Receipts from 
visitors from overseas areas gained about a third from $110 million to $146 million. Expenditures on 
travel abroad, however, declined slightly from $903 million in 1966 to $877 million, as many Canadians 
stayed home in 1967 to savour the centenary attractions. 


Travel Expenditures Net interest and dividend payments in 
1967 rose by $56 million or almost 7 per cent to 
$868 million, compared with $812 million in the 


1965 1966 1967 oe previous year. The expansion in the deficit was 
attributable to a fall of $42 million in interese 
millions of dollars and dividend receipts and a smaller rise of $14 
United States: million in the payments. The fall in income 
Receipts ... 660 730) “TIS ab 426 receipts was largely due to a drop of $34 million 
Payments ... 548 631 C02 a 22 in dividend receipts to $179 million, which 
Balance. «ex LES a et 49) eS 450 occurred mainly in the second and fourth quarters. 
Dividend receipts by several Canadian companies 
Overseas: on their direct investment abroad were signifi- 
Receipts ... 87 110 146 a, cantly lower, and a withholding tax adjustment 
Payments ... 248 Ale 268 = 4 relating to transfers in earlier years by a large 
Balance .... = 161 - 162 = 122 = 40 oil company accounted for a further reduction in 
the total. Portfolio earnings abroad, however, 
All countries: were appreciably higher following continuing large 
Receipts ... 747 840 1,304 + 464 purchases of United States securities by Canadian 
Payments ... 796 903 877 - 26 investors. Interest receipts were moderately 
BadlanGepaers we - 49 - 63 4 427 + 490 


lower at $102 million. 


The growth of $14 million in payments of 
interest and dividends from $1,135 million in 
nt 1966 to $1,149 million in 1967 represented one 

Period Total Interest Dividends of the smallest increases in recent Vears ay elnibes- 
est payments rose by $40 million to $468 million 
following large United States purchases of new 


Interest and Dividends: Payments 


millions of dollars 


| corporate and provincial bond issues during 1966 
1966 ei oe ae ae and 1967, Dividend payments, however, at $681 
— | 1,149 468 681 million were $26 million lower than the record 


high reached in 1966. A sharp reduction of 
approximately 40 per cent in payments by Canadian 


“ae a ; ie alee pe 154 subsidiaries to their United States parent compa- 
cea a re 230 93 ae nies was largely offset by a substantial increase 
. IV Q meg 408 122 137 in the profits of unincorporated Canadian branches 
ed 286 of United States companies. 
a i" “ow bee 33 cA Rising merchandise trade produced higher 
III Q aie 263 105 A receipts and payments for freight and shipping 
a 5 ay at ae services. Greatly lowered grain shipments, 


| at strikes in the transportation industry in Canada 
KS and abroad, and the Middle East crisis had a 
mixed impact on these transactions. Freight and 
shipping receipts increased 6 per cent from $756 million to $804 million, while payments rose $30 
million to $855 million. The deficit on this account narrowed from $69 million to $51 million. 


As a result of a 14 per cent rise in the number of immigrants to approximately 222,900 persons 
/in 1967 (second only to 1957 in the postwar period), immigrants” funds and inheritances advanced from 
$268 million to $337 million. The per capita funds of immigrants arriving in 1967 were also appreciably 
higher. Emigrants’ funds and inheritances meanwhile rose $15 million to an estimated total of $213 
million in 1967, The surplus on these transactions expanded from $70 million to $124 million. 


Miscellaneous Current Transactions, 1966 and 1967 
<5 > a a a =e ice = = eee ee eee ee 


Receipts Payments 


1966 1967 1966 1967 


millions of dollars 


Government transactions, excluding official 


Be POEM ONES Fee 55% 6 a Soho oa oo eee Ed se ec 192 200 218 217 
Personal and institutional remittances ..... cirte's 40 40 110 138 
fee seneous income wrest s3% 2464455 505.04 ok : 168 169 269 261 
Business services and other transactions ....... ; 303 as. SHS! Be bsiteed 578 Ja 

Totals Pinte 's & Retake oes y Beh, Gone. eae Gare aes Bo 703 c22 15153 1,194 


In continuation of the slow decline over the past several years, the value of gold production 
available for export was $112 million as compared with $125 million for 1966. Canada's official 
economic aid in cash grants and donations of goods and services to developing countries abroad in- 
creased from $162 million in 1966 to $177 million. A remission of the principal and interest on loans 
extended for purchasing Canadian wheat and flour constituted the major part of the rise in aid. 
Smaller increases took place in both bilateral and multilateral types of aid, including assistance 
to Commonwealth countries and independent French-speaking states in Africa as well as contributions 
to international agencies. Wheat shipments under the international food aid program represented an 
important portion of Canada's official contributions in both 1966 and 1967. 


AFR a 


The deficit on miscellaneous current transactions increased $22 million to $472 million in 
1967. Extraordinary flows of personal and institutional remittances following the Middle East crisis 
mainly contributed to this expansion. Net payments for business services continued to rise but 
offsetting changes occurred in the deficits originating from miscellaneous income and other government 
expenditures (as a result of expenditures by foreign participants at Expo 67). 


uarterly Developments in Current Transactions (Seasonally adjusted 


Following a contraction of roughly 60 per cent to $131 million, seasonally adjusted at quarterly 
rates, in the first quarter of 1967, the current account deficit widened to S152 million ins the thicd 
quarter. A sharp decline occurred in the fourth quarter to $7 million. From a high level of $368 
million in the fourth quarter of 1966, the deficit on non-merchandise transactions contracted 20 per 
cent in successive quarters as preparations were completed for the opening of Expo 67 in the second 
quarter. The sharp rise in the travel surplus together with a fall in the official contributions 
accounted in the main for about a five-eighths decline in the "invisible" deficit from $235 million 
to $86 million, after allowance for seasonal variation, in the third quarter of the year. With the 
termination of Expo 67 and other centennial activities, the non-merchandise deficit of $288 million 
in the fourth quarter rose to nearly the level of $296 million in the first quarter of 1967. 


Exports and Imports of Goods and Services 


(Seasonally adjusted at quarterly rates) 


Goods Services Total Current 
Total pay- account 
receipts 
Exports Imports Balance Receipts Payments Balance Mout § yf OAL Sra 


1 i 
millions of dollars 


NOOG @ ace 2,492 Pam he 25s ek a fe (gey £039 - 308 apy ys 3,433 - 210 
ETSQ race's Zs O18 2,480. + 32 754 1,061 - 307 Jehe 3,547 - Zhe 

ELECOS is 2,633 2,980 -F 647 Ton in SIS: - 378 3,399 Ih cL, y= Jou 

ie Oh Sac 2,683 2,030 er asG7 773 Ly lak - 368 3,456 PO ee PI aZe 

VieGar, Koper 10,326 10,102. + 224 3,015 4,376 - 1,361 13,341 14,478 - 1,137 

1967 je Se 2,889 2 12a) UEMGS 806 L102 - 296 3,095 3,826 = [aE 
ISO) Gag 2,894 2,94 LOO 945 1,180 - 233 SPE k 3,974 = “ie 

WIE Q) Soe Pdf oie 7 2, %23 - 66 994 1,080 - 86 3,055 3,803 » =, ba2 

jo MOD rear 23945 2, 004> (251 815 1403 - 288 35 260 35:40 see 7 

NGENR Gadic SOD 10,905 + 480 3,560 4,465 - 905 14,945 15,370. -.. 425 


(1) Omission of inheritances and migrants' funds (as shown in the following statement) yields exports 
and imports of goods and services as published in the National Accounts (seasonally adjusted at 
annual rates). 


Notwithstanding the course of these seasonally adjusted net payments on services, the current 
account deficit was the highest in the third quarter and lowest in the final quarter of 1967. This 
outcome was attributable to the quarterly changes in the larger trade totals. After seasonal ad- 
justment, merchandise exports stood at approximately the same level in each of the quarters of 1967, 
except for a dip of about 8 per cent in the third quarter. The low seasonally adjusted estimate for 
merchandise exports in the third quarter was attributable to the combined influence of sharply reduced 
wheat shipments and lower exports of automotive products. In the first 3 quarters of the year, 
merchandise imports remained fairly stable on a plateau about 4 per cent above the fourth quarter 1966 
level. In the last quarter of 1967, merchandise imports declined about 2 per cent from $2,723 million 
in the third quarter to $2,664 million. Contributing to this decline was a rather sharply reduced 
rate of increase in the quarter in imports of automotive products, as compared with the average 
increase for the 3 earlier quarters of 1967. The movements of other commodity groups are not clear 
on account of incomplete information. 
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Principal Non-merchandise Transactions 


(Seasonally adjusted at quarterly rates) 


1966 1967 
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| Transactions by Areas 
aocisactions Dy Areas 


The traditional bilateral pattern of Canada's current transactions was maintained in the Cen- 
tennial Year, with the surplus with overseas countries offsetting in part the long-standing deficit 
with the United States on the exchange of goods and services. This current deficit declined by more 
than a third to $1,298 million in 1967, while the surplus with overseas countries was down slightly 
to $873 million. Total receipts from the United States rose 18 per cent or $1,492 million from $8,247 
million in 1966 to $9,739 million in 1967. The increase in 1966 amounted to 12 per cent. These 
receipts represented about 65 per cent of the value of exports of goods and services to all countries, 
as compared with nearly 62 per cent in 1966 and 59 1/2 per cent in 1965. Following an expansion of 
about 11 1/2 per cent in 1966, total payments to the United States rose $773 million or 7 1/2 per cent 
from $10,264 million to $11,037 million in 1967. These payments accounted for nearly 72 per cent of 
the total value of imports of goods and services in 1967 in comparison with about 71 per cent in 1966 
and 69 1/2 per cent in the preceding year. 
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Quarterly Current Account Balances 
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continuing rise in net payments for interest, dividends and business services. 


The current account deficit with the 
United States of $1,298 million was higher than 
for 1962 and 1963 but lower than that for any 
other year in the sixties. Slightly under half 
of the reduction in the deficit in 1967 was 
ascribable to merchandise trade and the balance 
to the contraction in net payments for services. 
At $7,322 million, merchandise exports to the 
United States were 17 per cent higher than the 
$6,249 million for 1966; merchandise imports rose 
10 per cent from $7,242 million to $7,981 
million. The increasing two-way exchange of 
automotive products accounted for a large portion 
of the rise in merchandise trade. Also con- 
tributing to the export rise were nickel and 
copper, in particular, crude petroleum, natural 
gas, agricultural machinery and business machine 
parts, while shipments of steel-mill products 
were lower in 1967. Besides the large increase 
in automotive products, there was a rise of about 
$100 million in imports of aircraft and parts 
from the United States, with heavy deliveries 
of civilian aircraft taking place in the second 
half of 1967. Following an uninterrupted 
succession of quarterly deficits over an extended 
period, the merchandise trade balance with the 
United States changed from a substantial deficit 
in the third quarter to a small surplus in the 
final quarter of the year. The expansion of 
$450 million in the travel account surplus, 
referred to before, was offset in part by a 
The value of gold 


production available declined $13 million to $112 million, and there were smaller and offsetting 


changes to several other non-merchandise balances. 


If the credit from gold,is excluded, Canada's current account deficit with the United States in 


1967 was $1,410 million. 


Net capital movements between the two countries produced an inflow of $350 


million as an influx of $1,311 million of long-term capital was partially offset by an outflow on 


short-term account of $961 million. 


In sum these transactions with the United States gave rise in 


1967 to net successive quarterly payments by Canada of $235 million, $490 million, $188 million and 


$147 million to total $1,060 million for the year. 


In current transactions with the United Kingdom, Canada's surplus, which had declined in two 
successive years from a recent peak of $605 million in 1964, widened over 19 per cent from $421 


million in 1966 to $503 million in 1967. 
surplus for 1965. 


This preliminary estimate was almost indentical with the 
Total current receipts gained roughly 4 per cent from $1,520 million to $1,588 


million, while total payments declined about 1 per cent from $1,099 million to $1,085 million in 1967. 
Most of the $82 million gain in the current surplus originated from merchandise trade, whose surplus 


widened 16 1/2 per cent from $469 million to $547 million. 


Merchandise exports gained nearly 6 per 


cent from $1,133 million to $1,199 million while merchandise imports decreased slightly from $664 


mi Litton to S652) mau liion: 


The deficit on non-merchandise transactions declined $4 million to $44 


million, with small favourable changes to the balances of a number of non-merchandise items together 


outweighing an expansion of some 20 per cent in net payments on travel account. 


A cut of more than 


a fifth in expenditures by visitors to Canada from the United Kingdom, due in large measure to the 
limit of £50 on the annual overseas travel allowances, was augmented by a moderate rise in the spending 


of Canadian travellers in the United Kingdom. 


Canada's current account surplus with other countries contracted roughly 20 per cent from 


$459 million in 1966 to $370 million. 


This preliminary surplus for 1967 was still higher than any 


other year in the sixties, except 1964 when the surplus stood at $606 million, which included wheat 


shipments in excess of $500 million to Sino-Soviet countries. 
higher in 1966, declined sharply to some $240 million in 1967. 


These shipments, which were even 
The value of exports of goods and 


services to the group of other countries nevertheless rose moderately from $3,574 million to $3,618 


million in 1967. 
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Financing of Canada's Bilateral Account with the United States 
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Increase (-) in official Canadian 
holdings of gold, foreign 
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(5 Spe aap 
| (1) Excluding gold production available for export and changes in official monetary assets, shown with 
financing. 


Total current payments rose about 4 per cent from $3,115 million to $3,248 million. Merchan- 
dise exports declined nearly 3 per cent from $2,944 million to $2,864 million, while merchandise 
imports rose more than 3 per cent from $2,196 million to $2,272 million. The consequent decline of 
$156 million in the trade surplus to $592 million was offset in part by a contraction of $67 million 
in the non-merchandise deficit. This favourable change was attributable to sizable improvements in 
the balances on account of travel, migrants' funds and inheritances, which were offset in part by 
adverse changes to the balances on interest, dividends, personal and institutional remittances and by 
an increase in official contributions. Merchandise exports to Japan advanced about $170 million or 
well over 40 per cent in 1967, but merchandise imports from that country increased in the neighbourhood 
of $50 million, or about 20 per cent. Shipments of Canadian commodities to Australia were some $30 
million or over a quarter higher than in 1966. 


Total current and capital account transactions with the United Kingdom and other overseas 
countries led to net receipts by Canada of $966 million in 1967, over 50 per cent above the 1966 net 


inflow but down almost $700 million from the 1965 level. The favourable current account balance was 
little changed between 1966 and 1967 while capital flows in both long and short-term forms, which 
had been negative in 1966, swung to positive balances in 1967. Inflows for direct investment in 
Canada and the repayment of export credits largely accounted for the long-term capital balance while 
net short-term inflows were moderated by a significant outflow, particularly in the fourth quarter, 
to increase Canadian net foreign currency assets in overseas countries. 
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The $94 million difference between the net receipts from overseas countries and the larger net 
payments to the United States together with the gold production available for export of $112 million 
are both reflected in the $18 million increase in official holdings of gold, foreign exchange and 
IMF balance. 


Summary 


1966 1967 
Item 1965 1966 1967 
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Capital Movements 


Net capital inflows into Canada fell to $443 million in 1967 compared with $778 million in the 
preceding year. In all four quarters of the year there were net movements inwards on long-term account 
and outwards on short-term account. On balance there was a net capital inflow in the first six months 
of the year and an outflow in the second half of 1967 when the current account was in a surplus po- 
sition. While the net capital influx contracted sharply between 1966 and 1967 the fall in the current 
account deficit to $425 million was even more dramatic so that the balance of current and capital 
account transactions produced an increase of $18 million in official monetary assets. In both 1966 
and 1967 there were official transactions associated with the level of these assets which involved 
purchases of securities totalling about $175 million in 1966 and $60 million in 1967. 


Categories of transactions which led to 
the largest net inflows were particularly sales 
of new issues of Canadian securities followed 
by direct investment in Canada and long-term 


Capital Movements in Long-term Forms 


ny Adjusted to reflect capital transactions n.i.e. in which repayments 
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man? The principal outflows arose from retirements 
millions of dollars of Canadian securities held abroad and Canadian 
net purchases of foreign securities. As noted 
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of delivery. Offerings for later delivery were 
particularly high in 1967. The effect of 
adjusting the actual inflows to reflect the 
timing of security offerings is shown in the 
accompanying statement. 
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Foreign Currency Assets and Liabilities of Head Offices and Branches in Canada 
of the Canadian Chartered Banks, 1965-1967 
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Net Transactions Amount 
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Net Assets with residents of: 
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(1) Funds converted into a foreign currency, usually United States dollars, which have been placed on 
term deposit with a bank and which the bank has undertaken through a forward contract to convert 
back into Canadian doilars at maturity. 

Note: This statement shows the effect on Canada's balance of payments of foreign currency banking oper- 
ations of the Canadian Chartered Banks. As described on page 14 of the report for the second 
quarter of 1965, the amounts identified as (a) are embodied within item D 17.1 (ome ee ih is aancem 
in 1967 led to a net outflow of $290 million, reflecting an increase of $364 million in residents’ 
holdings of foreign currency deposits with Canadian chartered banks in Canada and a decrease of 
$74 million in the net foreign currency holdings of these institutions); the amount identified 
as (b) is embodied within items D 13 and D 17.5 (e.g. in 1967 as an aggregate outflow of $110 
million). The transactions figures are based on data published monthly in the Statistical Sum- 
mary of the Bank of Canada, but have been adjusted so as to eliminate changes in value resulting 
from variations in exchange rates. 


Capital movements in short-term forms led to an outflow of $943 million, some $700 million 
greater than in 1966. In keeping with the volatility of these movements many short-term accounts 
showed relatively large year-to-year changes. Among the larger changes were the fall in the outflow 
for the acquisition by Canadians of foreign currency bank deposits and other short-term funds abroad, 
the increase in the run-down of non-resident holdings of Canadian finance company paper and the re- 
duction in the total of other new short-term liabilities to non-residents incurred by finance companies, 
The largest swing, however, was in all other transactions which includes changes in loans and in 
accounts receivable and payable as well as the balancing item representing the difference between 
direct measurements of the current and capital accounts. 


The net capital inflow of $443 million which occurred in 1967 was made up of outflows of $400 
million represented by increases by the chartered banks together with their domestic customers of net 
foreign currency claims on non-residents, and of inflows aggregating $843 million from all other 
capital transactions. The net banking outflows of $400 million were divided about equally between the 
United States and other countries. Details appear in an accompanying statement. Foreign currency 
deposits were attracted both from residents of the United States and of other countries as a group, 
but the growths of foreign currency assets in the United States and other countries were in each case 
larger. These growths reflected the high levels of short-term interest rates prevailing in world 
money markets and the influence of forward exchange rate differentials. While foreign currency 
operations of the chartered banks contracted in the first quarter of 1967, they rose sharply thereafter 
when there net outflows from Canada in each quarter reinforced by substantial increases in deposits 
attracted from non-residents in the second and fourth quarters. At the end of the year the Canadian 
chartered banks had a net short spot foreign currency position overseas of $281 million and a net long 
spot foreign position in the United States of $1,550 million. In effect they had been the medium for 
the channelling of $281 million from overseas countries to the United States. The net foreign currency 
claims on non-residents of $1,269 million comprised net spot positions of $177 million of the banks 
and of $1,092 million of their Canadian customers. 


Direct Investment 


Net inflows for long-term direct investment in foreign-controlled enterprises moderated to 
$540 million in 1967 down $170 million from 1966's record $710 million. This result reflected a 
reduction in inflows from the United States partially offset by increased investment from overseas 
countries which almost doubled in the period. Approximately four fifths of the 1967 inflow came from 
the United States while the bulk of the remainder represented investment by continental European 
countries. As in the past there were a number of transactions associated with the acquisition or 
disposition of existing assets. Prominent among these were the acquisition of a controlling interest 
in a large Canadian mining complex by a United States corporation and, conversely, the repatriation 
from United States ownership of a major interest in a Canadian corporation in the beverage field. 
On balance, transactions of this type accounted for about one tenth of the total estimated inflow with 
the rest directed to new capital formation and normal working capital requirements. 


Manufacturing enterprises in particular those engaged in the production of pulp, paper and 
electrical equipment received a large portion of the total inflow while significant parts also went to 
the mining and petroleum and natural gas industries. After allowing for the takeover referred to above 
a substantial portion of foreign direct investment in the Canadian mining industry went into the 
potash segment of that industry. 


Preliminary annual estimates of the flow of capital from Canada for direct investment abroad 
totalled $50 million in 1967 compared with $20 million in 1966 and $125 million in 1965. The decline 
from 1965 to 1966 largely reflected a special transaction involving the sale of its foreign subsidiary 
by a Canadian corporation in the petroleum industry. Several special transactions which resulted in 
a substantial return of capital to Canada also occurred in 1967 particularly in the second and fourth 
quarters. Canadian manufacturing activities in overseas countries continued to be the largest recipi- 
ents of capital, but a diverse group of other industries also participated. 


security Transactions 


Among factors influencing international security transactions in 1967 was the continuance 
of high interest rates in both Canada and other countries. International, political and financial 
developments no doubt also affected the evaluation by investors of different classes of both foreign 
and Canadian securities. In the case of United States investors these influences appear to have 
outweighed in some degree the factor of the United States interest equalization tax. (Purchases by 
United States residents from residents of Canada of most outstanding Canadian securities have been 
subject to an interest equalization tax since the middle of 1963. This tax which was set originally 
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at 15 per cent in respect of equities and long-term bonds was revised to 22 1/2 per cent as of January 
1967 and later lowered to 18 3/4 per cent at the end of August). In addition the Government of Canada 
again effected security transactions in accordance with the understanding regarding the appropriate 
level of its exchange reserves reached with United States, These involved purchases from United States 
residents of outstanding obligations of the Government of Canada and of the International Bank for 
Reconstruction and Development. 


The inflow from transactions in portfolio securities between Canada and other countries rose 
in 1967 to $567 million up 90 per cent from $298 million in 1966. The United States again was the 
sole net source of portfolio security capital while transactions with the United Kingdom and other 
foreign countries gave rise to net outflows of $90 million and $1 million respectively. The sales 
balance with the United States amounted to $658 million, almost 70 per cent above the previous year's 
$391 million. 


Portfolio Security Transactions Between Canada and Other Countries 
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The accompanying statement shows that the $269 million increase in the overall capital inflow 
between 1966 and 1967 resulted mainly from a swing of $154 million from trading in outstanding Canadian 
equities and a decrease of $146 million for the retirement of Canadian securities. These movements 
were further augmented by reductions of $47 million in outflows for the repatriation of Canadian bonds 
and debentures and $75 million for the acquisition of foreign securities. The decline of $153 million 


in sales abroad of Canadian new issues had a reverse effect. 


The proceeds from sales to non-residents of Canadian new issues during 1967 at $1,310 million 


were the second largest ever recorded, down about 10 per cent from the 1966 high of $1,463 million. 


Sales to non-residents of new issues of stocks and of all main categories of bonds declined except for 


_those issued by provincial governments which leaped to $766 million, about 70 per cent above the 
_previous year. This was in sharp contrast to new corporate funded debt sold abroad which declined 
, almost 60 per cent in 1967. Over one half of the provincial total was in guaranteed issues, particu- 


larly those of hydro-electricity agencies. 


Total bond offerings of $1,460 million 
to residents of the United States were the 
highest on record, fractionally above the 1965 


New Issues of Canadian Bonds Sold to 
United States Residents 
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millions of dollars 
in 1967 peaked to a second quarter total of $487 
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1967 1,460 12S 364 quarter of the year. Large portions of these 
paras offerings were for later delivery, and the 

1966 IG 351 512 157 undelivered balances of outstanding offerings 
II Q 386 350 193 particularly after the first quarter of 1967 
III Q a, 215 301 107 remained at exceedingly high levels and closed 
VG... 210 195 122 the year at $364 million, just $3 million short 

of the total sales of new Canadian bonds to 

1967 Gime Bi] Bil 167 United States residents in the fourth quarter. 
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VQ. 286 367 364 dropped to $356 million from $502 million in 


1966. The most significant factor in this decline 
was the contraction in retirements of direct 
issues of the Government of Canada from $203 
million in) 1966 -to $87, mil lionsin= 1967.) tae 
however, amounts repurchased in the two years 

by the Government of Canada in special trans- 
actions associated with adjustments to Canada 's exchange reserve position are abstracted from this 
comparison the level of these retirements is virtually unchanged. Retirements of municipal bonds held 
by non-residents also fell sharply from an unusually high total of $96 million in 1966 to a more normal 
$51 million in 1967. 


(1) At end of period. 


New foreign securities purchased by Canadians gave rise to an outflow of $64 million down one- 
quarter from the 1966 amount. Purchases of new United States securities led to an outflow of $38 
million. The bulk of the remainder was accounted for by the first quarter placement in Canada of a 
new issue of the International Bank for Reconstruction & Development. Retirements were also moderately 
lower. 


The capital outflow due to Canada's trade in outstanding portfolio securities fell to $333 mil- 
lion in 1967, a drop of nearly 45 per cent from the corresponding 1966 figure of $595 million. The main 
reason for this change was a swing of $154 million in the trading balance for Canadian equities from 
an outflow of $137 million in 1966 to an inflow of $17 million in 1967. With the United States alone 
this swing was from net outflows of $95 million in 1966 and net inflows of $83 million. A part of this 
balance was occasioned by the sale of a large block of outstanding shares of a Canadian mining company 
to a financial organization. Another factor may have been the increase in unsettling political and 
financial conditions in the world in 1967 and a consequent rediscovery by foreign investors of some 
groups of Canadian securities. Many of these securities are interlisted on Canadian and United States 
stock exchanges and are also exempt from the interest equalization tax. A net outflow of $56 million 
was recorded for the repatriation of outstanding Canadian bonds and debentures, a decline of $47 million 
from 1966, Almost three quarters of this outflow was due to trading in Government of Canada direct 
and guaranteed bonds. Net acquisitions by Canadians of outstanding foreign securities totalled $294 
million, down $61 million from the previous year. A drop of $94 million in the outflow for the purchase 
of United States equities more than accounted for this change. Special transactions involving the 
purchase by the Government of Canada of bonds of the International Bank for Reconstruction and Develop- 
ment led to outflows of about $20 million in 1967 and almost $30 million in 1966. 


After accounting for retirements, non-residents purchased a net $915 million of new and 
outstanding Canadian issues or the equivalent of 27 per cent of the net new supply (excluding amounts 
absorbed by funds generated by the Canada and Quebec pension plans) compared with 23 per cent in 1966. 
In 1967 net new issues of direct and guaranteed bonds of the Government of Canada totalled some $614 
million, an increase of $204 million over the previous year. Non-resident holdings, however, were 
reduced in both years - $254 million in 1966 and $123 million in 1967. On balance, non-residents 


acquired almost 38 per cent of other Canadian securities, up three percentage points from the previous 
year. 


es. 


A more detailed review of international security movements in 1967 will be found in the December 

issue of "Sales and Purchases of Securities Between Canada and Other Countries" (D.B.S. Catalogue No. 

67-002) which also contains information relating to international transactions in Canadian short-term 
money market instruments. 


Other Capital Flows in Long-term Forms 


Canadian Government non-military assistance abroad in 1967 took the form largely of payments 
of the regular assessments by international organizations of which Canada is a member, official contri- 
butions, intergovernmental loans, subscriptions to the capital of international investment agencies 
and the extension or guarantee of export credits. Assessments and contributions both form a part of 
Canada's payments on current account, while other transactions, to the extent to which they give rise 
to claims on non-residents, are mainly reflected in capital movements in long-term forms. 


Intergovernmental loans extended by Canada during 1967 doubled to $22 million as amounts 


_ previously committed for specific projects under the development loan program were drawn by the re- 


cipient countries. Disbursements may be expected to grow in succeeding years as drawings so far 
constitute only a fraction of the aid commitments. 


Subscriptions to the capital of international agencies totalled $16 million in 1967 made up of 
$15 million to the International Development Association and a little over $1 million to the Asian 
Development Bank. The subscriptions to these two organizations were paid in the form of non-negotiable, 
non-interest bearing Canadian dollar demand notes. Changes in these obligations are reflected in item 


—D14.2 of the capital account covering Government of Canada demand liabilities. 


During the year Canada is shown as having received $34 million on intergovernmental loans 
extended earlier, up $10 million from the previous year. This increase was accounted for by the 


_transfer of the balance of a loan to India to the official contributions account. Abstracting this 


special transaction, repayments remained constant in the two years as another $19 million instalment 
was received from the United Kingdom and the bulk of the remainder came from India and Belgium. In 
addition to the repayments of principal there were receipts of $25 million on account of interest in 
(1967 which form part of the item in the current account covering Canada's receipts of interest and 
dividends. 


Receipts associated with the Columbia River Treaty arrangements totalled $44 million in 1967, 
an increase of $12 million over 1966. This increase represented the first flood control payment 
received from the United States under the terms of the treaty. In addition there was a further annual 
maturity of U.S. $30 million of the medium-term non-marketable United States Government securities 
acquired by the Canadian Government under the arrangements which resulted in a net inflow of $32 
million expressed in Canadian funds. Holdings of these securities stood at U.S. $113.9 million at the 
end of 1967. 


The remaining capital movements in long-term forms in 1967 led to a net inflow of $289 million 
compared with a net inflow of $10 million in the preceding year. As can be seen from the accompanying 
statement the main reason for the sharp increase were large net repayments of export credits extended 
from Canada directly or indirectly at risk of the Government of Canada in connection with the sale of 
Wheat. Net outflows for export credits associated with the sale of other commodities increased to SYA 
million in 1967 from $9 million in 1966. All other types of long-term capital transactions which 
include bank and other long-term loans, mortgage investments and movements of insurance funds resulted 
in a net inflow of $182 million. The largest part of this inflow represented borrowing from foreign 
banks by Canadian corporations. 


Capital Movements in Short-term Forms 


Capital movements in short-term forms (apart from changes in official holdings of gold, foreign 
exchange and Canada's balance with the International Monetary Fund) led on balance to a net capital 
outflow of $943 million, some $700 million larger than in 1966. 


Canadian dollar deposits of non-residents rose by $23 million over the year. Geographically 
United States and United Kingdom residents decreased their holdings by $2 million and $6 million 
Tespectively, while residents of other countries increased their holdings by $31 million. At the year- 
end deposit liabilities to non-residents aggregated about $600 million, with residents of the United 
States, the United Kingdom and other countries holding some $370 million, $65 million and $165 million 
respectively. Government of Canada demand liabilities payable to non-residents decreased by $3 million 


ea 
Detail of Long-term Capital Transactions n.i.e. 
Item D13 


Export credits(1l) 
Year 


and Wheat Other commodities Other Tota 

quarter transactions 

Advances Repayments Net Advances Repayments Net 
=a P: millions of dollars 
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(1) Export credits extended from Canada directly or indirectly at risk of the Government of Canada. 


in 1967. The amount outstanding was approximately $30 million, entirely in the form of interest-free 
demand notes issued to international investment agencies. (Balances of certain deposit and trust 
accounts of the United States government with the Government of Canada, previously included in this 
account, have been transferred to item D17.5 from the beginning of 1967. The amount involved was not 
statistically significant). Holdings by non-residents of Canadian treasury bills increased by $4 
million in 1967. Private non-residents were on the whole net sellers of these instruments while 
foreign official institutions were net purchasers. 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 


oe 
1966 1967 
Transactions with all countries 1965 1966 1967 


IV Q i. @ Lio Lit OF Sivee 
nai IMilsiepoKss Che Glew! heres 


17.1 Bank balances and other short-term 
funds abroad (excluding official 


LOS CLUGS \irevate sistersiers cestelcueto ste cise: shelsie’s sie db SXe - 601 Sess ay Ly + 332 + 38 ~- 316° 52537 
iv2a2e Ganadian commercial paper, etCs ...+. + 10 - + 12 + 5 - 6 + 5 + 1 lene 
17.3 Canadian finance company paper ...... - 162 - 4 - 49 + 29 tee de oe 2a 5S es 
17.4 Canadian finance company obligations, 

NOLS! LO CO COOOL OD OD.o OOS Oe OO +209 ae LBV ae SAR thy - 17 + 1b. =, 317 
Ig) (MIL “@leiene (cEin@eetenowa() psegncono oe + 183 je DANG - 640 + 241 = 31/ . = <3)5 oe 

Oeailar Gl kere) srle/))mtoretecsnees ty eee ccekerere oteire + 378 - 241 - 966 + 265 - 61 = 7 =) 45Cpeer oe 


(1) Includes changes in loans and accounts receivable and payable, and also balancing item represent- 
ing difference between direct measurements of current and capital accounts. 


= 19s 


An increase by Canadian residents of their holdin 
abroad produced a net capital outflow of $323 million, 
joutflow. Substantial outflows to augment these holding 
the year overshadowed reductions which occurred in the 


gs of bank balances and other short-term funds 
less than 55 per cent of the comparable 1966 


Non-residents reduced their holdings of Canadian finance company paper (including that of the 
-inancing subsidiaries of manufacturing and retail enterprises) by $49 million in 1967. 
ret outflow of $60 million to United States residents while overseas residents, following the pattern 
of recent years, increased their holdings by $11 million. At December 1967 non-resident holdings of 


ipproximately $260 million represented almost 30 per cent of the total short-term paper issued by 
janadian finance companies. 


There was a 


Transactions in other finance company obligations of a short-term nature (which include 
»orrowings from foreign banks and advances from parent companies) led on balance to an inflow of $34 
aillion, down $120 million from the comparable 1966 figure. In addition there were other finance 
company transactions not identified separately which have been included with capital movements in 
-ong-term forms, notably in new issues and retirements of Canadian securities. All 
‘lows associated with the international borrowing of these companies were virtually 
.967. Net outflows of about $10 million, $15 million and $75 million were recorded 
the first three quarters of 1967 followed by a net inflow of almost $100 million in 


in valli) capital 

in balance in 
successively in 
the fourth quarter. 


International transactions in Canadian commercial paper (including bankers' 
‘0 a net capital outflow of $13 million following an inflow of $12 million in 1966. The gross volume 
£ transactions in these instruments which expanded rapidly in 1966, usually for very short-term 
-mployment of the funds, declined distinctly in the second half of 1967. Non-residents increased their 


joldings of other short-term paper (including notes of banks, mortgage loan companies and municipal 
ind provincial governments) by $25 million in 1967. 


acceptances) led 


/ A primary factor influencing these international flows is the extent of short-term interest 

‘ate differentials between the major financial centres of the world. Other factors affecting instru- 
‘ents negotiated in this money market are term, currency, credit risk, etc., as well as the character, 
‘equirements and relationships of borrowers and lenders. Hence when considering this market, and its 
sapital flows, a wide variety of interest differentials could be appropriate. Treasury bill yields 

re one such measure for which published data are readily available. However, as the volume of inter- 
ational transactions in Canadian treasury bills has declined in importance in recent years, while the 


rends shown in treasury bill yields probably apply generally to other interest rates, these rates are 
ot necessarily those at which the bulk of short-term funds move. 


Before provision of forward exchange cover the yield differential on 3 month Canadian and 
nited States treasury bills (on the United States quotation basis) varied in 1967 from a 92 basis 
oints spread in favour of Canada on December 22nd to 16 basis points in favour of the United States 
t September 22nd. Yield differentials with forward exchange cover moved more in favour of the United 
tates varying from a 67 basis points advantage for Canadian bills on June 23rd to a 134 basis points 
pread in favour of United States treasury bills at September 22nd, 1967. However, while interest 
ate differentials provide a major incentive to the movement of arbitrage capital, other considerations 


neluding the handling costs of such transactions may be sufficient to offset the more narrow differ- 
ntials. 


While treasury bill yields are indicative of the movements of short-term interest rates, the 
ulk of non-resident short-term funds are invested in other money market instruments, particularly 
anadian finance company paper. Interest rates paid by the large finance companies for 3 to 6 month 
aper started 1967 at about 6 1/2 per cent, fell to just under 5 per cent in April, then, after staying 
t 5 1/2 per cent during most of the summer rose rapidly towards the year-end to close at 6 1/2 per 
ent. The Bank Rate which started the year at 5 1/4 per cent, was successively lowered to 5 per cent 


a January and 4 1/2 per cent in April then subsequently raised to 5 per cent in September and 6 per 
ent in November. 


~~ PAO) = 


Long-term interest rates advanced in 1967 to unprecedented high levels in both Canada and the 
United States. Over the year the yield on comparable representative long-term government bonds rose 
74 basis points in Canada and 80 basis points in the United States. Interest rate differentials 
between these bonds varied from about 1 1/3 per cent in January to just under 1 per cent in May. 
Common stock prices in Canada (as measured by the D.B.S. Investors Index) rose some 13 per cent during 
the year. United States common stock prices (as measured by Standard and Poor's '500" Index) increased 


about 20 per cent in the same period. 


All other capital movements led to a net capital outflow of $640 million compared with an 
inflow of $210 million in 1966. Prominent among the changes were swings to repayments by Canadian 
borrowers of foreign currency bank loans and to net reductions of intercompany accounts which had been 
built up in 1966. This account also includes the balancing item representing the difference between 
direct measurements of the current and capital accounts. 


Official Holdings of Gold and Foreign Exchange 


Canada's official holdings of gold and foreign exchange rose moderately during 1967, but 
Canada's net balance with the International Monetary Fund fell, and Canada's net international monetary 


assets in these forms rose on balance by $18 million. 


The quarterly changes were also relatively small. 


In 1966 Canada's net international monetary assets in these forms were reduced by $359 million. In 
each year there were significant transactions involving the repatriation of outstanding Government of 
Canada debt or the acquisition of outstanding obligations of the International Bank for Reconstruction 
and Development which may be associated with the levels. These transactions involved net outflows of 
about $60 million in 1967 and about $175 million in 1966. 


The increase in official holdings of gold and United States dollars during the year amounted 
to $34 million, expressed in Canadian funds, while corresponding holdings of sterling, which are 


compared to working balances, were little changed. 


Official holdings of gold and United States dollars, 


expressed in terms of United States funds, amounted to $2,268 million at the year end, $32 million 
higher than at the beginning. Month end variations were relatively small, reaching a low point of 
$2,194 million in February and a high of $2,303 million in October which coincided with the closing of 
Expo and the peak period of travel receipts. During the year Canada sold to the United States $150 


million of gold to support the United States dollar. 


Sales of $50 million occurred in April and $100 


million in December. These transactions did not in themselves affect the total level of Canada's 


official holdings of gold and foreign exchange. 


Canada's net balance or reserve position with the International Monetary Fund amounted to $433 
million expressed in United States funds at the end of the year, $15 million lower than at the be- 
ginning. Month-end variations were small; the total reached a high of $468.5 million in January which 
remained unchanged until April. The total represents the net resources made available by Canada to 
the IMF and may be drawn by Canada virtually automatically on statement of balance of payments need. 
Although Canada would then be under an obligation to restore the figure to 25 per cent of its quota 


which is currently $740 million, i.e. to $185 million. 


United States Dollar in Canada 


Period High Low Close Reon 
average 


a 


Canadian cents 
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Exchange Holdings and IMF Balance 


Official holdings, “ote? aasms 


Sfcold and with Inter- 
End 
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millions of United States dollars 
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Note: The table of exchange holdings does not include holdings of the Government of Canada at December 
31, 1967 of $114 million of medium-term non-marketable securities of the United States Government, 
acquired in 1964 in connection with the Columbia River Treaty arrangements. 


1947-1964 550.0 15.0 565. 
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Canada's Accounts with the International Monetary Fund 


Canadian liabilities = IMF holdings 
of Canadian dollars 
nian Cott ars 


Canadian assets 


Transactions Transactions sen seit 
ne 
. a... et esstsansssssSSSunssssanananssunsnomansen 
Period Sabee Total ee ae Net drawings Net drawings Sales of Total balance 
Pein eblLOaiseoansets eeepc) a8 foreign (-) of Cana- Canadian liabi- with 
tion (GAB) tions Gurrencrage Glan (dollars) «dollars lities IMF (1) 
(Quota) and by Canada by other to IMF 


é loans countries for gold 
millions of United States dollars 


0 427.5 ya) - 148.3 34.0 ee 197.5 

e965 ..... poG 600.0 35.0 - 183.4 Zyeo 246.6 393.4 
mme00 ..... 190.0 790.0 142.5 ~" 47.6 341.5 448.5 
LT ~ 15-0 773.0 - 15.0 Pa 341.6 433.4 
1 1967 L1G, 790.0 - 20.0 Rg Weta: 468.5 
1G, - 15.0 775.0 - 15.0 16.1 322.6 452.4 

ee: 775.0 - gt 3 RS 453.7 

EV, .O a8 205.3 341.6 433.4 


(1) This is a cumulative measure of the net resources provided by Canada to the IMF including loans un- 


} 


der the General Arrangements to Borrow(GAB). The Canadian dollar equivalent of the change appears 

as item H2 in the balance of payments statement. Canada's net balance with the IMF, when positive, 

represents its reserve position in the IMF. This may be drawn by Canada virtually automortically 

on statement of balance of payments need, but Canada would then be under an obligation to restore 

its net balance to 25 per cent of its quota which is currently $740 million, i.e. to $185 million. 

Note: The statement is expressed in terms of United States dollar equivalents in accordance with the 

IMF practice. Since members are obligated to maintain the gold value of the IMF's holdings of 
their currencies, from time to time there have been adjustment payments between the IMF and 
Canada in Canadian dollars arising from changes in the exchange rate. These transactions are 
not reflected above because the series are shown in United States dollar equivalents, and do not 
appear in the balance of payments statements because only the change in Canada's net asset is 
shown. The adjustment transactions affect the Public Accounts of Canada. 


TABLE 2. Annual Estimates of the Canadian Balance of International Payments, 1965 and 1966 


: ; : : t terling | Other OECD All other 
All countries United States | United Kingdom e ue ss Europe countries 
Account 
1965 | 1966" | 1965 | 1966" | 1965 | 1966"]| 1965 | 1966” 1966" 
No. | os 
1 millions of dollars 
| 
A ‘Current receipts: 
1 | Merchandise CXPOLES (AGTUSECA) Ca raeeeeccere-pcoeeresasss 8,745 | 10,326 | 4,993] 6,249 1,184 | 1,133 531 576 840 893] 1,197] 1,475 
2 | Mutual Aid to NATO cou ae ene | ae #3 ae ae a 0 ae Ae ee ie Se ne 
3 ! Gold production available for export ...........ee \ 2 — = = = = at ps a 
3 PemtravGl expenditures i ssecceescsereqestesnee= nt 747 840 660 730 34 39 9 12 27 36 shee 23 
5 Interest and dividends .. ett 322 az 204 193 44 36 46 54 11 11 17 29 
6 DPE Teen and Shipping — sere eres a 668 756 337 411 132 121 44 41 82 92 te 91 
7 Inheritances and immigrants’ funds .... eat 216 268 91 106 55 81 21 24 35 40 14 17 
11 All other current receipts ............. Biche ddrcccressse nate | 645 703 409 433 109 110 21 28 62 69 44 63 
12 Total CurrentireGelptS he eee ee eee 11,520 | 13,359 | 6,832) 8,247 1,558 | 1,520 672 735 | 1,057 | 1,141 | 1,362 | 1,698 
B Current payments: 
1 Merchandise imports (adjusted) .............-ssscccscespeee fl S62 LO O26 OS4iien, 242 624 664 385 449 707 821 | 877 926 
4 PFPA VEL OX Pena iT OS) eccccccce-sssesoe-vvenecncese il 796 903 548 631 89 94 21 29 106 120 | 26 29 
5 | Interest and dividends ................:-.-.-+-090- el) tOS6 1,135 | 906 977 114 97 2 1 61 5. 3 3 
6 m Pneteht-and SHIppine crn 52s ccteve-eesenceas ane ae 761 825 | 465 531 86 88 ll 11 159 156 40 39 
i ' Inheritances and emigrants’ funds ae 211 198 | 160 145 30 30 4 4 13 13 4 6 
9 Ofelia GONMIDUGLONS. v.cccccesterecceetererse 2 93 162 — — ~ = 73 138 i! 1 19 2a) 
10 Mutual Aid to NATO countries ............ ron 39 13 | we beg Bn a 26 oe an +e +s o. 
itt AVMOEIER CULLENh DAV MONE. ...satnatvecsercansee-e-segneeccous feet) aL NEE | 656 738 116 126 Ay 32 uhy 183 67 74 
12 ‘ Totalocurrent payments «-:2-2<,-0sccesecesoseweeee sec a0e | 12,650 | 14,496 | 8, 769 | 10, 264 1,053 | 1,099 534 664 | 1,219 | 1,351 | 1,036 1, 100 
(o: ‘Current account balance: | 
1 Merchandise trad Gates .ssssccece:oceceso-e sso seu statavecescatsce seven | 560 469 146 We eS 712 320 549 
Dp Other transactions, excluding B9 ces =59 - 48 65 82 -294 -281 25 72 
3 Offietal Contr DUBIONS ie... cece peste hear. socsees cases ieeseee | - - = fs} -138 sso of scl thence 19 = 20 
4 ROGALS® peepee eee ers ede esate pe a ene ee eS \ 505 421 138 71 -162 | -210; 326 598 
| | 
D ‘Capital account: | | 
Direct investment: | | 
1 | Direct investment in Canada.....-c.c0....0...-en-c-0v-e0 | 535 710 421 644 46] = 1 3 5 66 | STAY eee 15 
2 | DILeCt InveStment aorOadc.ccesese-scsescceee-ce- se -eeeceass =e 2b 20= 24 67 /- . 38] - 20 -42 - 45) - 17 - 18 - 4) = 2 
| Canadian securities: | | 
Site aa Trade in outstanding bonds and debentures .... | 55.1 = = 103 A =e ee 3 - 12 = _ Ste 1 6 - 18 
Bey | Trade in outstanding common and preference 
SIO CRS ee eee ey nono oc ose se eh sence ac oe vee eas =) 62740) Seen BOS nie 50 - 25 _ = = 29 = ule | _ = 
4 i New issues .......... ay 1,240 1,463 | 1,200} 1,408 15 35 1 _ 24 20 | _ _ 
5 Retirements ......... ei S00) —eetoO2, |e SOON 23 - 14 _ — - 29 - 32; - 8 = 
6,7,8 BONG MGTRSCCUDIDIES tress ces. pre eeprepscre race,es te aecseeeeneeneees |= 85 | = Zone 72) — 394} —- 1 - 4 = et) 1 = Bt = 11 ees = d5 
| loans and capital subscriptions by Government | ! 
| of Canada: 
9 | NOV ANCES Cl Gr yrte te eae ap Ne oe ttre es Bers = 4!= 35) - — — ~ Se sia eae til - - - 13| - 24 
10 Repayments to Canada 10 24 _ _ = 19 8 2 2 2 = a 
11 | Columbia River Treaty, net aC. 32 EY 32 oe — = = = = =, 
13 | Long-term capital transactions Nie. -.-.5.-reccecereree i 120 10 52 eh |) = Sipe Ae Se = a 1 28; -152]| - 49 
| Change in Canadian dollar holdings of foreign- | 
| ers: | 
Weg IDO DOSIS ersten -van-eoaeos enceevessecrmnecretoet sacs denteessatncee sys 31 10 5 iF 16 aa ee 2 Sl = & 4) =e 
14,2 Government of Canada demand liabilities........ 2 5 |- 2\- 1 - = - 4 6 
Lac onee Canadian treasury bills ........... ronan ene 1285 TI - 1|- 1 1 = — - 1 - 7 | = 
17 Other capital movements ............. Sard eee seeese ae 378 |= 241 I= 678 )= i177 537 74 49 = 8 213 = 91 257 | "a8 
| 
E Net capital movement (excluding monetary items 
shown below) in: 
1 IfOviYseifes eal WeheiSGDI IL io) 1D) GED) Ravoerennyreemernernceare 864 LOLOL 1053). 2000) 59 - 26 = (63! - 78 59 18 -178 | - 96 
2 Short-term forms (D14 to D 17) ......... Gone uae ee ee 423 |- 241 |- 668|- 162 552 79 47 = 6 220 = 96 272 | = 388 
3 A URL WIGS, ieee oe ered arent tea Die Bin a 1, 287 778 437} 1,038 493 53 - 16 - 84 279 = '7fs) 94} -151 
G Balance settled by exchange transfers .................... - 1,543 496 | -1,052 -453 -122 13 -117 288 -252 | -344 
H- 
C+E+G_ |Official monetary movements in the form of: 
1 Change in official holdings of gold and foreign 
exchange pees eR Pree anc Chee Me Ie Rie es seats eeetaeoe Soe = 11 |= 462 43|}- 483 |- 54 an — _ _ = = = 
2 Change in net International Monetary Fund 
OS ED IO TIS ett cee cree ok ee Ses eee 168 103 = = = = 168 103 
3 Other special international financial assistance - = 2 = = = = — - 
Notes: 


A 2,B10 Mutual Aid is not included in figures for countries or areas, but is included in total receipts and total payments with all countries. 
D A minus sign indicates an outflow of capital from Canada. Data supercede those published in the last annual report on ‘‘The Canadian Balance of In- 
ternational Payments, and International Investment Position’’ and previous quarterly publications (Catalogue Nos. 67-201 and 67-001). 


D17 Includes changes in loans and accounts receivable and payable, and also balancing item representing difference between direct measurements of Cul- 
5 rent and capital accounts. 


Preliminary estimate. 


TABLE 3. Quarterly Estimates of the Canadian Balance of International Payments, 1965 and 1966 
BETWEEN CANADA AND THE UNITED STATES 


1965 1966? 


II | It fs IV I =f II III 1a IV 


millions of dollars 


Account 


Current receipts: 


Se A eee eet eee ee 1,070 1,271 1, 269 1,383 1,353 1,601 1,542 1, 753 

scgeis ea A tle ine 35 34 35 34 34 29 30 32 

Pee cerca cee sey PIs svc ov eet oo 133) S05 99 64 156 403 107 

BRR se nee eee tee aos cect hate Se 41 De 42 69 47 45 35 66 

Fee ere Micseisvs wks Bee 67 85 94 91 78 103 116 114 

15 24 29 733 17 PHL 38 24 

All other current receipts ..... 99 102 105 103 107 108 110 108 

Total current receipts 1,380 1,701 1, 949 1, 802 1, 700 2,069 2,274 2,204 
Current payments: 

iq Merchandise imports (adjusted) o2.s.e.eess. oe ceceesccccee. 1,376 1,547 1,422 1,689 1, 646 1,927 1,685 1, 984 
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7 Inheritances and emigrants’ funds ................................ 35 36 44 45 29 32 41 43 
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1 Allvother currentapay MentSs 4,188 eh selec 161 163 162 170 176 185 182 195 
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Current account balance: 
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Capital account: 
Direct investment: 
Dinecwinvestme nt. IniGanadar te... etecce.oseecea senescence 103 107 88 123 109 192 130 213 

2 Direcinvestment AbrOAg’ oo... ses cct sacsctech..ce — 44 54 = ING) — 1S I kts) =) 102 = 2h 

Canadian securities: 

Bel Trade in outstanding bonds and debentures ............ 4 5 15 = 38 iy) = 133i = AS = 12 

B62 Trade in outstanding common and preference 
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| 4 New issues ....... 294 330 280 296 555 Sol 304 198 
5 Retirements - 58 -161 — 44 = (57 -104 =151 50) Shi 
Be ORG gH SECHTIELES cocloeccoectinicecdeccsostsossctscsecscsesogesessesssteccs = 24 = 24 - 18 - 6 - 60 -116 -128 - 90 

Loans and capital subscriptions by Government of 

Canada: 

9 PNOVAN COSCO Cerone me wna Meee ee ee - - - = = = = = 
10 EVO DAVINENESWLO CARAS: 22.022. acseinsessedeeecvsrchoacanccct. = — _ = = = = = 
fd Colimbla River VIL ay, Nt yo... y cree escc lesa ccecavsdoteciscess _ _ ~ 32 - — — 32 
i13 Long-term capital transactions n.i.e. 42 2 1 7 38 46 20 = 38 

Change in Canadian dollar holdings of foreigners: 
14.1 LERSN CXOFSSUISte dar, Wee Un jn niece a RRC OO Se na ea 24 eit = Ue 27 —— x4. = 20 « 
14.2 Government of Canada demand liabilities ................ al = il = _ = = = = 
14.3 Camaarar TeasuTy iS eer c. ater a cecewetwvemeece iia: 5 - 2 _ 4 - 7 2 3 1 
127 Other Capivall MOVEMeENES: <oesccces:tesevsesvivsssessnssesssosven gente: PAT -220 =200 118 45 AT -290 51 
Net capital movement (excluding monetary items shown 
\ be low) in: 
| at On e-rerareeOrms. (Lt) COvD UB) ercceaeWeasves cate ssoessa wee envees 256 255 285 309 509 252 299 140 
MOLE -FOTM ONS «(U4 BO MD) TF) iaccoceesaeee cc nsceeeeesassyaeeecenss -249 -250 —318 149 33 13 —267 59 
| 3 (ECO) EES, ce laa Pi We en RC t 5 — 33 458 542 265 oo 199 
Balance settled by exchange transfers ..............cccccc0 431 528 353 231 -107 159 21 423 
+E+G| Official monetary movements in the form of: 
EE Fl sag eromnes bo aay] mona feteneer| amperes isa | = a 

2 Change in net International Monetary Fund position = = = = = = 5 ce 

| 3 Other special international financial assistance ........ - = = = a a _ a 


P Preliminary estimate. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1967 are preliminary and data for 1966 are subject to revision 


AS IV it Il ae tet: IV 
millions of dollars 
A Current receipts: 
1 Merchandise exportsn(@djusted)iin.csues caer sen een acer eee terres PaO) J fue) esio40)/72 2095 2,806 
3 SoldsproductionsavallablewOnexpOhtmess, te wre mee eererer sures 34 34 29 30 32 
4 PT TAVELPEX Pen CULLIRES saree crcsccc eset rencecnar cea Reem eee cans eee erat nce igual 74 184 455 127 
5 InterestranGuauvidendss te cette ccsccccerste terre ee eee 103 “Al 81 55 116 
6 Pitelentrands hi ppl merwesscccrca ctertsecrrere seca eee eer eens steer res 182 156 185 209 206 
7 inheritances and immilerants: LUMCdS se teree re eee enna ees SZ 44 71 86 67 
11 Allcothercurrent, TeCel PtSi... srw ereat con ete eee tee igAle igflk V2: 180 180 
12 Totalicurrent receipts) ese ee ee et So Lis} Desf She Syh Bye ANG) Bb ots 
B Current payments: 
1 Merchandis eamporusi(ad|UsSted) pe. seere tet ccnsiereetace rece eee 2,442 P, OALS) Ze Ooi Zee, 2,766 
4 SMTAVICILEXPEN GIUtUTOS watins aston eters stecccnccues oes oot esac eee eee 144 191 240 314 158 
5 Tnberes tram duc ivd enc cures ce cetiee st. cea e eine eescreceee ye merece eee 357 247 250 230 408 
6 Ferevehtrandvshi poin caee = oe cree oe are ee em we cee cee 210 169 ZZ. 225 219 
7 TNeritances ran ducmUoran tse tUMGAS mee cereees marie teascaree erent a tsiterer scepter 58 36 44 60 58 
9 O@fiicilealecomvonOUeLon sweet eee wees ee ey eer ee ae ne ete 18 33 14 82 513 
11 PVM MAE MANS G DERMIS cececrcc soonero cock eneccameccoocnoccocotuosnatte scecedee: sRacceesscere 268 280 288 286 299 
12 Totalscurrent;paymentSe.2o ee ee ee ee eee 354917 3,169 3,699 3,669 3,941 
C Current account balance: 
1 Merchan di'siest ta dG yaad. a0 eer smerete tt: ahaa Nac a eee + 23 + 10 - 49 + 223 + 40 
2 Other transactions sex Gludin cy 5: Ole eee een ete cn ee eee - 384 a 37/8} - 312 = loo - 414 
3 Of*Ciralecompbnilou Guns eee ee aeressee eee seees esa acre recreate eee eee ee = ks} - 33 Se - 82 = 33 
4 ‘Lotal@rrrc ee ee De AIRES ROR ere SHO Peer bs ebro om S/o - 396 - 375 + 4l - 407 
D Capital account: 
Direct investment: 
1 Dinectunves tirenteine Gan ada meme cnn ere atee ee nese ee oe eee + 149 + 128 + 212 + 147 + 223 
Dinectamyestuienteabroad esc ce aeee ee eee eeee eere ee ee - 46 =e - 39 + 76 - 35 
Canadian securities: 
Siaal Trade in outstanding bonds and debentures .........ccccccccccesseseeseeeeeeee + 4 ahs} = 225) - 50 - 15 
Shoe Trade in outstanding common and preference StoCkS ...........ceee S 68 - 14 - 44 <3) - 44 
4 INICWISSUCS) fh oc eee tren eae eet een TE, Agee nS Oe + 311 + 578 + 359 + 317 + 209 
5 IRVGtInGMMENtS: or erege ences ers See Ne eo Son ae eee = Bil = ils = iG} - 91 - 140 
6,7,8 IO TEL ENS CCUTLELES ea erden Co ctrscs Ronan ccrsiecee een eee ee = ie = Ad =e - 126 = 96 
Loans and capital subscriptions by Government of Canada: 
9 INVIANC C'S POL Comenerer cc sete cteeseneate re eetiree rr stae a ee Reng eee oh, Seas a - (14 = 6 > 3 = 9 = ae 
10 EDA yMentSaton© and (a gee tance nee cee ied a Tie ee ORS Ee + 2. + 2 + 2. + 1 + 19 
11 Columblaskivier nea ty wre bie yeccoe ee eeeree toe eee eee eee eee + 32 = = + 32 
13 MONE -leImECADItalacransSaGulOnsslclis@umieee ta teen ern eae ea = P32 + 1 + 44 Se wala = Be: 
Change in Canadian dollar holdings of foreigners: 
14,1 DiC BOSTUS Meme cotta Phe ERE AANA YA. soe ON. RENEE PURE oR + 49 2 5 - 8 + 21 + 12 
14.2 Government of Canada demand liabilities oo.c..cccccccccceccscecscecsseeeeeees + 12 - 6 - 2 + 5 + 8 
14.3 Canadian: trea Surya ills ween eee Meee ere eat aera eee ne - 3 - 8 - af 2 = 9 
17 Ofhencapiballomorviem ert smecs erect cece teresa ere tence eee eee + 70 = Is 2. - 373 + 265 
E Net capital movement (excluding monetary items shown below) in: 
1 SLfOya VSS yealendtapnanss (ODL {iy IBIS) <r pececre caps ceresccrctsod -pdauok ebsnbse Scot eoecebooer eareaseesed + 253 + 462 + 226 + 219 + 112 
2 Short-termsforme(Di4to DUM Wess ence ee ee ee + 128 > 204 + 32 - 345 +270 
3 FR Ot are ene an Er ec re rn On + 381 + 258 + 258 - 126 + 388 
H = C+E| Official monetary movements in the form of: 
1 Change in official holdings of gold and foreign exchange .............. + 55 = 66 - 181 - 105 - 10 
2 Change in net International Monetary Fund poSition ...cccccccscccscssseeees = bye + 28 + 64 + 20 - 9 
3 Other special international financial asSsistanCe ....cccccccccccccccccesessseeee - - - = 3 
=k 


Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A BY ero ene trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 
B_ 1) the annual reports on ‘‘The Canadian Balance of International Payments’’. 


A iiace item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, 
B 11) insurance transactions, and business services. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1967 are preliminary and data for 1966 are su bject to revision 


1967 Annual totals 


I ia TALIE IV 1964 1965 1966 1967 No 
millions of dollars if 
A 
2,609 3,018 ee OS) 3) 055) Gh Bate. 8,745 10, 326 Ti 385 1 
32 28 26 26 145 138 Iss 2 3 
82 346 708 168 662 747 840 1,304 4 
62 54 63 102 332 SYED 323 281 5 
169 214 208 23 644 668 756 804 6 
60 96 106 WD 169 216 268 337 fl 
197 182 170 7S a)5)// 645 703 722 11 
S521 3, 938 3,984 Bro LOR 497, 11,481 INS hy SY4uil 14,945 12 
B 
ZS SR O14: 2 SOG 212 US 8,627 LOZ MOZ 10,905 1 
209 230 278 160 UNP 796 308 877 4 
242 269 263 BY) 1,010 1,086 We Sys) IL WAG) 5 
176 232 224 DIDS} 679 761 825 855 6 
42 47 65 59 201 211 198 PENS} vi 
Dz. 76 20 BY 69 8 162 iL a7 9 
293 318 294 289 963 1,037 1,153 1,194 11 
DAH 4,186 3, OO, 3,897 BL 17a 2 Oe 14,478 IS) 5 SA) 12 
C 
+ 96 oF 4 sp SH a2 PAS} ar 701 ap 118 of 224 Te 480 1 
- 360 - 176 sp IL37/ - 349 - 1,056 =a kD) - 1,199 - 728 2 
= 52 - 76 = = 20 a 7g) - 69 - 93 - 162 - Leh 3 
- 316 - 248 sp Des => - 424 - 1,130 dba toy) - 425 4 
D 
+125 ap ASS + 140 = 1350) aE 270 a SS) + 710 af 540 1 
- 30 - 10 - 20 ap AMO) - 3)5) - 125 - 20 - 50 2 
- 10 S) PRS) - 9 - 14 =F HY 3E BS) - 103 - 56 Sel 
= Sy dbs) ae 30) ap SYA: - 98 - 274 - Si, ar iy Bee 
ap Baye + 296 ap 2A ap 4hLil ae dbs ALOVO) ar lL AG) Te dh AXG 3} ar Ih SiO) & 
Sy) - 138 = 6 - 100 - 382 - 390 - 502 - 356 5 
- 56 - 52 - 124 - 116 - 52 - 85 - 423 - 348 6,7,8 
- 3 - 2 = 10 - 23 - 10 - 14 - 335) - 38 9 
11 2 oF 2 = IL) ae 10 alr 10 ae 24 sh 34 10 
- - - sp Ah oF 54 + BZ Ta 32 oe 44 11 
se uy a 5)3) cp {ey + 105 - 54 - 120 ata 10 oF 289 13 
ae ANS) - 59 aF 6 se =F 28 =f oul + 10 ab Ze 14.1 
- 6 - 7 - 2 cp LD - oF 2 Se 5 - 3 14.2 
15 aP 8 = 17 - D - 16 oe 2 - 15 SF 4 14.3 
= 61 een, - 456 - 442 = 45 + 378 = eal - 966 17 
E 
ap S107, ap SNS) sp SO) ae DAV ar 820 Sr 864 OS + 15386 1 
= 4 - 65 - 469 - 405 - 33 SP 423 - 241 - 943 
ce BOs) ae 1uS)3} - 168 ary WLS} ap 78/7 + Ly 287 of 778 a5 443 3 
I H=C+E 
<u 335) - 37 + 54 ae + 86 - ile - 462 + 34 1 
ss BD = +18 =f 2 - 22 + PUY a 168 + Os - 16 2 
= = = = = S = oS S 
Notes: D A minus Sign indicates an outflow of capital from Canada. 


D 1,2 Exclusive of undistributed profits. 


D 17 This item includes mainly changes in private and chartered bank holdings of exchange, international money market 
transactions, loans, and changes in open account commercial indebtedness. It also includes the balancing item 
representing unrecorded capital movements and errors and omissions throughout the accounts. 


H 3 Aminus sign indicates a receipt by Canada. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


FIRST QUARTER 1968 


$316 million in the same period of 1967. 


A sharply reduced inflow 


-~term capital contributed with the current 
account deficit to reduce Canada's monetary assets substantially. 


More prominent external influences in the 


quarter were an accelerating level of business 
activity in the United States, where a sharp 


| increase in the final demand components of Gross National 
Product, together with some strike-oriented purchases stimulated Canadian merchandise exports. Wide- 


spread pressures and uncertainties in international financial and capital markets were among the factors 
(influencing the unusual movements of capital which occurred. 


Summary Statement 


1967 1968 
1966 1670 
IES, LiQ ITLL, “, IV Q jem, 


millions of dollars 


Mechandise trade balance ............. PON 2242 4805 + 96 eG) rs 87 295 +2236 
jalance on non-merchandise transactions - 1,361 - 905) = 42 = 22 et) 1307 - 378 - 461 
Mupeenc account balance, ou... . . 5. «sete sos = slot 37) sen 425 = 316 - 248 + 224 - 85 - 225 
vapital movements in long-term forms .. TOL al COMM ESOT 2 Ome 50 1. ap SAO) so MO)SS 
japital movements in short-term forms - 241 - 943% Leth - 65 - 469 - 405 - 645 
flee capital movement (1) ............... + 778 + 443 + 303 Seem LOS ae LEIS: - 540 
‘hange in official holdings of gold, 

_ foreign exchange and net balance 

with International Monetary Fund, 

| less reciprocal swap facility with 

jaeeceral Reserve System .............. - Spo 18 - 13 =) at 56 ar SiO - 765 


nb) Excluding items in final line. 


Canada's transactions in goods and services with foreign countries in the first quarter of 
968 yielded a deficit of $225 million, as compared with $316 million for the same period of 1967. 
his contraction of 29 per cent was wholly attributable to the enlargement in the merchandise trade 
alance from $96 million to $236 million. As a partial offset, the deficit on non-merchandise 
Tansactions widened 12 per cent from $412 million to $461 million. All of the reduction in the 
urrent account deficit between the first quarters of 1967 and 1968 arose from transactions with the 
nited States, as Canada's surplus with overseas countries declined. The current account balances 
mproved with the "rest of the sterling area" group and changed but slightly with the United Kingdom 


nd with other OECD countries in Europe. Canada's current surplus with the remaining countries 
eclined substantially. 


_Highly Favourable Merchandise Trade Surplus 


Canadian exports expanded $410 million, or nearly 16 per cent, from $2,609 million to $3,019 
illion, while merchandise imports rose $270 million, or more than 10 per cent, from $2,513 million in 
ae first quarter of 1967 to $2,783 million in the corresponding quarter of 1968. The value of 
ircraft deliveries which exceeded continuing progress payments accounted for the $22 million deduction 
com the Trade of Canada import total for the first quarter of 1968, while the exports were adjusted 


upwards by $10 million. These adjustments for balance of payments purposes in the January-March 
quarter of 1967 were both in the opposite direction, when some $20 million were added to the import 
total for progress payments and about $15 million deducted from the exports mainly for the timing 
adjustment on wheat shipments. 


Summary of Current Transactions with the United States, United Kingdom and Other Countries 
First Quarter 1967 and 1968. and Changes Between the Periods 


ne commoner 
1967 1968 Change 1967 1968 Change 


a 


millions of dollars 


All Countries United States 
Merchandise exports (adjusted) ......-eeee- 2,609 3,019 + 410 1,659 2,055 + 396 
Merchandise imports (adjusted) ........eee. Dees DIES + 270 1,909 2 LOS + 196 
Balancemonsmerchandi se: trade weiss clstsleteletele stele + 96 + 236 + 140 - 250 - 50 + 200 
Other current receipts <i<acceoectseasieuces 602 582 = 70 362 358 ~ ae 
Other current payments e@eeeveveveceveeeseeev ee eee e 1,014 1,043 ae 29 685 746 ate 61 
Balance on non-merchandise transactions ... :- 412 - 461 - 49 ee A - 388 >—<65 
Moma receipts eeoeoeveeveveereve eevee e eee eeeaereeaeeeo @ 3 AEA 3}, (xO ts 390 2 ODE 25413 ae: Bo 
Total payments coeovoeeoeeveeoeeeoree eee eee eee ee @ 35 D27, 3,826 ate 299 2,594 ZyoIt ta 257 
Cumrenmteace oun tm baliancemcrcmrsicreveelstele cisletsteratere - 316 SUIS + 91 Ried /e - 438 +135 
United Kingdom Other Countries 
Merchandise exports (adjusted) .........06- 284 295 + 11 666 669 + 3 
Merchandise imports (adjusted) ........ Soe 149 160 + ll 455 518 + 63 
Balancer on merchandisemtrademeisters slelelele clele ste + 135 + 135 - + 211 + 151 - 60 
Other current receipts erereereeveoev eo eeereee e880 81 78 oo 3 159 146 =, TS 
Other current payments <)-. 2 = cs. cle clcicie «00's 86 93 7 243 204 = 39 
Balance on non-merchandise transactions ... - 5 - 15 a iG) - 84 - 58 + 26 
Weel aECSINES soononsoouUCOoD an DOCU OaOO0ds 365 SHS) sp 825 815 - 10 
Uoiell PRM MAME ooodacandusaNDODOGOUOnOCNOOS 235 253 ap dkiés 698 P22 + 24 
GuERentraccount balancer. cts siciteistes sslastetes ee + 130 + 120 - 10 + 127 + 93 =) 


About one half of the $410 million increase in merchandise exports was ascribable to automotive 
products, whose value exceeded $600 million in the first quarter of 1968, as compared with $400 million 
one year before. Copper rose more than $50 million; and almost 60 per cent of this increase originated 
from shipments to the United States on account of the prolonged industrial dispute and in response to 
other demands. Exports of iron and steel materials rose over $30 million, including increases of some 
$6 million and $16 million in the shipments to the United States respectively of iron ore and steel 
pipes and tubes. Deliveries of crude petroleum and natural gas to this country rose $25 million. 
Exports of aircraft, engines and parts were about $30 million higher in the first quarter of 1968 over 
the same period of 1967. Smaller increases took place in the shipments of whisky, asbestos, sulphur’ 
and lumber. The value of wheat clearances on the other hand declined about $25 million. 


Roughly 80 per cent of the $270 million rise in imports is estimated to have originated in 
expanded imports of automotive products to $725 million in the first quarter of 1968. Smaller increases 
were recorded in imports of fresh vegetables, crude petroleum, aircraft and some types of instruments 
and equipment; but imports of iron and steel materials and agricultural machinery declined. 


Average export and import prices both rose moderately in 1967, the former by 2 per cent and 
the latter by 1 per cent; and the quarterly rates of increase diminished during the year. The declining 
course was interrupted in the first quarter of 1968 when more appreciable increases of about 2 1/2 per 


cent were recorded in the average prices for exports and nearly 2 per cent for imports, as compared 
with the same period of 1967. 


ae 


Deficit on Services and Other Non-Merchandise Transactions Widens. 
—_ ee eseeeees ane Stier Non-Merchandise Transactions Widens 


An increase of $47 million in net payments of interest and dividends from $180 million in the 
first quarter of 1967 to $227 million in the same quarter of 1968 accounted for nearly all of the $49 
million expansion in the non-merchandise deficit from $412 million to $461 million. The deficit 
for "all other current transactions" widened $29 million as the Expo 6/7 receipts from foreign partici- 
pants contributed to lowering the deficit in the first quarter of 1967. Smaller deterioration occurred 
in the balances involving travel expenditures, inheritances and migrants' funds and gold production 
available for export. A substantial decline of $38 million in official contributions to $14 million in 
the first quarter of 1968 represented the principal offset. 


Balances on Principal Non-merchandise Transactions 


First three months ive 
Tie ee eee | Chane 
1966 1967 1968 in 1968 
Sr a 


millions of dollars 


Gold production available for export ............ + 34 cen mes 14 = 8 ee! - 5 


Me COR PENGLEUL CS) eee case eee te ee. - 117 - 127 = 231 - & 
Me AUG CLV ICCNOS oe. wis oe ss eos tee oe - 176 - 180 - 227 - 47 
I et ATA DDL oo oa a'e'e foinia’s e'o's oe ee - 13 - " > 5 ae? 
‘Inheritances and ERC ANCG SO TMNOG cat niece ce ee qh ts ae dle! ae Ale - G4 
Meet COontributionsesie.. ...s. cs oe ee - 33 - 52 - 14 + 38 
mee Other current. transactions .................. - 109 - 96 - 125 - 29 
Balance on non-merchandise transactions ......... - 406 - 412 - 461 - 49 


A combination of a $3 million decline in receipts to $79 million and a $1 million increase 
in payments to $210 million widened the international travel deficit slightly. The deficit 
with the United States increased $7 million to $89 million as Canadian expenditures on travel 
‘in the United States rose $4 million to $157 million while the receipts from visitors from that 
country declined $3 million to $68 million. With the receipts from overseas visitors remaining un- 
‘changed at $11 million between the two periods but with a $3 million decline to $53 million in the 
expenditures, Canada's travel deficit with overseas countries narrowed from $45 million to $42 million. 


Net payments of interest and dividends 
rose a little over 25 per cent from $180 million 
in the first quarter of 1967 to $227 million in 


Travel Expenditures the same quarter of 1968. This net increase of 
se ; $47 million was accounted for by a rise of $53 
First three months million in payments of interest and dividends to 
| Seal 295 milli hich 11 ff 
1966 1967 1968 in 1968 S$ mi ion, whic was to a sma extent ° set 
| by higher income receipts. Increased profits of 
millions of dollars unincorporated branches of foreign companies 


United States: together with an expansion in payments by Cana- 


Receipts ... 64 71 68 ales dian subsidiaries to parent companies in the 
Payments ... 141 53 157 +4 United States were chiefly responsible for an 
Balance .... - 77 - 82 - 89 ind f increase of $35 million in the dividend payments 
to $172 million. Interest payments increased 
Overseas: $18 million to $123 million following large 
| meceipts”... 10 11 11 a United States purchases in 1967 of new Canadian 
Payments ... 50 56 53 oie, bond issues, particularly those of provincial 
Balance .... - 40 - 45 - 42 + 3 governments. Receipts of interest and dividends 


| rose moderately by $6 million to $68 million, 

All countries: reflecting a $14 million increase in dividend 
Receipts ... 74 82 79 ms receipts and an $8 million decrease in interest 
Payments ... 19k 209 210 runes receipts. An important element in interest 

[eeatance .... - 117 - 127 - 131 see receipts has been net income on official holdings 

<<. of foreign exchange. The net payments of inte- 

rest and dividends accounted for 49 per cent of 
the deficit on non-merchandise transactions, or 
about 5 percentage points higher than the corres- 

ponding proportion for 1967. 


| 


Ona 


Interest and Dividends: Payments Receipts for freight and shipping services 
gained $8 million to $177 million, while payments 
increased $6 million to $182 million; and the 


eden se te PU pape, small deficit on this account narrowed by $2 mil- 
millions of dollars lion to $5 million in the first quarter of 1968. 
A decrease of $4 million took place in the net 
LOS weniis.x heh he 428 707 . receipts of inheritances and migrants' funds 
NO OT otets nat Mensas Uy, LYAty, 468 681 from $18 million to $14 million, following a $l 
million increase in payments to $43 million and 
1967 Tec OCs acts 242 105 137 a decline of $3 million to $57 million in the 
9 A 269 130 139 receipts. A substantial decline in the number 
EO ate 263 105 158 of immigrants between the January-March quarters 
BVO kee. S75) 128 247 of 1967 and 1968 was in part offset by higher 
average funds of the immigrants. 
P9ee. 2... pA 123 72 


From $52 million in the first quarter 
of 1967, official contributions declined consid- 
erably to $14 million in the same period of 
1968. This total was the lowest since the 
second quarter of 1966, when Canadian economic 
aid covering donations of goods and services 
also stood at $14 million. The decline from the first quarter of 1967 was attributable to lower 
contributions under the Colombo plan as well as under the international food aid program. There was 
also in the first quarter of 1967 a non-recurring remission of almost $10 million of the principal 
and interest on loans extended at an earlier period for the purchase of Canadian wheat and flour. 


The balance on other government expenditures became less favourable by some $25 million, 
representing, in the main, the receipts in the first quarter of 1967 from foreign participants in 
Expo 67, as the payments remained practically unchanged between the two periods. There were small 
changes in the balances of other miscellaneous items. 


Balances on Current Transactions Canada's current account deficit, after 
adjustment for seasonal variations, widened from 
(Seasonally adjusted at quarterly rates) $7 million at quarterly rates in the fourth 
quarter of 1967 to $79 million at quarterly rates 
Balance C in the first quarter of 1968, owing in the main 
; urrent 3 A 3 ohne 
Merchandise on non- semaine to a substantial rise in the deficit on non-mer-_ 
balance merchandise wie chandise transactions. Total exports of goods 
transactions and services gained more than 8 per cent from 
millions of dollars $3,760 million to $4,076 million, while total 
current account payments increased 10 per cent 
1967 to $4,155 million from $3,767 million in the 
TO + 165 - 296 - 131 October-December quarter of 1967. 
LLsO + 100 = 35 = 35 
IIL Q - 66 - 86 - 152 Nearly all of the items contributed to 
IV Q eect - 288 < ebenlh the rise in the net service payments. A fall of 
13 per cent in the receipts and a 5 per cent 
Year + 480 = 905 - 425 increase in the payments produced a deterioration 
of $44 million in the travel balance. A much 
1968 larger increase in payments than in receipts of 
wate, Tae oe. - 371 eee) interest and dividends contributed to a $37 
SoS ey re on Oe Genet ee hE ti, EEA million expansion in the income account deficit 
(1) ‘Omission of inheritances and migrants' funds from an unusually low level in the final quarter 
(as shown in the following statement) yields of 1967. The changes to the other balances .of 
exports and imports of goods and services as other "invisible" items were smaller and off- 
published in the National Accounts (season- setting. 


ally adjusted at annual rates). 


Transactions by Areas 


Total receipts from the United States for the exports of goods and services were estimated at 
$2,413 million in the first quarter of 1968, up $392 million or more than 19 per cent over $2,021 | 
million in the corresponding period of 1967. Total current account payments to the United States rose 
$257 million, or 10 per cent, from $2,594 million to $2,851 million. There was in consequence a 
contraction of over 23 per cent in the current account deficit from $573 million to $438 million. 


a af ee 


Exports and Imports of Goods and Services 


(Seasonally adjusted at quarterly rates) 


a a ae Se eS oh tie Dente 


1967 1968 
ee ee art i art i eee i ee i nade 
if 16, ILI) IEILAL 6) TENG; Year If (0) 
ee £298 tok chic. z 
millions of dollars 
Receipts 

“Merchandise exports (adjusted) ................ 2,889 ZPCOGS” F657 2P9U5. 11,385 3,295 
Gold production available for export .......... Su 29 26 26 ae? 26 
Travel SO EOMNAIIOS og gg nec dca sees ee escee eiaheret ete 235 SH7/5) 435 29 1,304 226 
Meco s© 200 GivVidends® 56606. ce vec dav neweceescta 73 Sy WS 72 281 TT 
Meeteht and shipping 2. ....cedescceccccsnenn, ae 196 212 193 203 804 207 
feaheritances and migrants’ funds(l) ........... 78 88 88 83 387, nS, 
Mpemrener Cransactions 2.4... 0s... seks oes clewces 193 184 173 72 722 170 
. Sub-totals, non-merchandise transactions .... 806 945 994 815 35-560 781 

NOES EN ce ayu hws ‘Stee 6-0 Hsp bcm 66% ane A naa 3,695 3,839 Sy Oey 3, 760 Ilya yas, 4,076 
it 

Payments 

“Merchandise POPORES BAG GUSECK) ficek ocsis css. s woes ale DA i Paes Ja WSL: 2 hes 2,664 10,905 3,003 
|Gold production available for export .......... = = = = - - 
MC CMETIOMEUL ES, sees. diate latisiacaty-wdlsiets. sav daca 239 210 202 226 877 237) 
}waterest and dividends ...... UME PEAS) «as scale 2 260 295 StS 279 IBAA, Si 
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(1) Omission of inheritances and migrants' funds yields exports and imports of goods and services as 
published in the National Accounts (seasonally adjusted at annual rates). 


Quarterly Current Account Balances 
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This improvement originated entirely from mer- 
chandise trade in which the absolute increase 


IT Q PESO LTO ei Vee Year in the exports was twice as great as that in the 
imports. Merchandise exports gained $396 mil- 
millions of dollars lion, or 24 per cent, from $1,659 million to 
$2,055 million, while merchandise imports 
United States: expanded $196 million, or more than 10 per cent, 
700. ........ = GOOL = 605-185 - 626 '-'2,017 from $1,909 million to $2,105 million. Copper 
MOF Sere ies 6 BSP Se Fa SOE. by Late GO t= 2) 929 8 shipments rose about $30 million. Exports of 
MOOS sas cin es - 438 aluminum ingots recorded an increase of some 
$20 million, as did also those of aircraft 
United Kingdom: parts and equipment. Shipments of whisky and 
es evs ko so + 103 + 111+ 100 + 107 + 421 lumber each rose about $10 million, while exports 
BOR eas ees + 130: -.+-112+-. 93...+.168.+. 503 of newsprint declined $7 million. Apart from 
Meee) s,s + 120 developments described before in the travel and 
income accounts and the decreased value of gold 
Jther countries: production available for export, the changes 
eae aie POLO 2” oe LILO F L264 ri eee * 459 in the other non-merchandise items were slight 
| eo... .e. + 127° + 140+ 60 + 43 + 370 and offsetting. The increase in the net pay- 
iar. ss. ee + 93 ments of interest and dividends accounted for 
some 85 per cent of the $65 million expansion 
All countries: in the non-merchandise deficit with the United 
MOO oa ese os = 5900 "374-5941 = 407 =r 137 States from $323 million to $388 million. 
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If the credit from gold is excluded, Canada's current account deficit with the United States | 
in the first quarter of 1968 was $465 million. Net capital movements between the two countries 
produced a net outflow of $387 million as long-term inflows fell substantially to $72 million while 
capital movements in short-term forms led to a net outflow of $459 million. In sum these transactions 
with the United States gave rise to net payments by Canada of $852 million. 


Canada's Bilateral Accounts with the United States and the Rest of the World 


1967 1968 
1966 1967 
iO IRI AG, Ee Oe Vian LO 
millions of dollars 
Transactions with the United States:(1) 
Current account balance ............. - 2,142 - 1,410 = 605: =~ S28ip » 45ee-9322 - 465 
Capital movements in long-term 
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(1) Excluding gold production available for export shown separately below. 


The current account surplus with the United Kingdom declined $10 million to $120 million in 
the first quarter of 1968. This was a result of an increase of about 8 per cent from $235 million 
to $253 million in total payments, offset by a smaller rise in the receipts from $365 million to 
$373 million. This small reduction in the surplus was derived from non-merchandise transactions, 
as the merchandise surplus stood unchanged at $135 million in the first quarters of 1967 and 1968. 

An indentical increase of $11 million took place in both receipts and payments for merchandise trade, 
with the exports changing from $284 million to $295 million and the imports being estimated at $149 
million and $160 million in the two periods. Larger net travel payments were responsible for about 
half of the $10 million expansion in the non-merchandise deficit and less favourable balances for 
interest and dividends, inheritances and migrants’ funds for the remainder of the change. 


In current transactions with other countries, total receipts declined $10 million to $815 
million, while total payments increased $24 million to $722 million. The current account surplus 
accordingly narrowed $34 million from $127 million to $93 million in the January-March quarter of 
1968. This reduction was primarily due to a rise of $59 million in imports from the remaining coun- 
tries other than those in the sterling and OECD groups of countries in Europe. Imports chiefly of 
crude petroleum from Venezuela increased about $38 million. The deficit on non-merchandise trans- 
actions with other countries narrowed $26 million to $58 million, on account of a contraction of 
$38 million in the official contributions and minor improvements in the balances on travel expenditures, 
interest and dividends, offset to a considerable extent by the non-recurrence in 1968 of large receipts 
from foreign participants at Expo '67. 


a 
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Total current and capital account transactions with the United Kingdom and other overseas 
countries produced sharply lower net receipts by Canada of $60 million. The favourable current account 


dalance at $213 million was down from $257 million in the corresponding quarter of 1967 but little 
changed from the fourth quarter balance. Total capital movements led to a net outflow of $153 million 
sas capital flows in long-term forms resulted in a net influx of $33 million while capital movements in 
‘short-term forms led to a net outflow of $186 million. Significant in these latter movements were 


The $792 million difference between the net recei 
ably larger payments to the United States together with the gold production available for export of 
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apital movements in long-term forms .... + 1,019 + 1,386 + 307 + 258 + 301 4 520 + 105 
apital movements in short-term forms ... - 241 - O43 Li EOS WAC) SE VAIO - 645 
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hange in official holdings of gold, 
foreign exchange, and net balance with 
the International Monetary Fund less 
reciprocal swap facility with Federal 
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| Capital movements between Canada and other countries in the first quarter of 1968 displayed 
olatility in a period of severe strain in the international monetary systen, leading to a substantial 
et outflow of $540 million, a swing of $655 million from the net inflow of $115 million recorded in 
he previous quarter. The fall in long-term inflows contributed $415 million to this change with 
240 million being accounted for by a net increase in outflows in short-term forms. The first quarter 
urrent account balance was relatively strong and resulted in a deficit of $225 million so that the 


alance of current and capital account transactions produced a decrease of $765 million in official 
onetary assets. 


Of capital movements in long-term forms only those for the sale of new Canadian issues contri- 
uted significantly to the net inflow. The principal outflows arose from retirements of Canadian 
ecurities held abroad, direct investment abroad, and Canadian net purchases of foreign securities. 
ales of new issues of Canadian securites are taken into the balance of payments at the time of 
elivery. Offerings for later delivery were relatively high in the first quarter. The effect of 


djusting the actual inflows to reflect the timing of security offerings is shown in the accompanying 
tatement. 


Capital Movements in Long-term Forms Capital movements in short-term forms 


led to a net outflow of $645 million, some $240 


Adjusted to reflect million larger than in the fourth quarter of 1967. 
Period pelea timing of security The outflow for the acquisition by Canadians of 
ita! offerings foreign currency bank deposits and other short- 
term funds abroad, although reduced, was still 
millions of dollars Significant, while the reduction by non-residents 
of holdings of finance company paper also contri- 
< See + 1,019 + 823 buted. The largest factor, however, was in all 
: hr + 1,386 + 1,626 other transactions which includes changes in loans 
and in accounts receivable and payable as well 
967 140, of | £2507, “ie BEY as the balancing item representing the difference 
/ PE OUP. Ae 258 + 334 between direct measurements of the current and 
EI 1Q a es0 re Hepa) capital accounts. 
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The net spot holdings of foreign currency assets of the Canadian chartered banks vis-a-vis 
non-residents rose, on a transactions basis, by $66 million in the quarter while those with Canadian 
residents fell by $64 million, to produce an overall increase of $2 million. Claims on and liabilities 
to residents of the United States dropped by $207 million and $98 million, respectively, while corres- 
ponding increases of $223 million and $48 million were recorded with residents of overseas countries. 
Foreign currency claims on Canadians were reduced by $29 million and liabilities increased by $35 
million. Thus the net increase of $2 million reflected declines in net assets of $109 million and 
$64 million with residents of the United States and Canada, respectively, and a rise with residents 
of overseas countries of $175 million. These figures cannot be identified separately in the balance 
of payments presentation in this report but form elements of several of the items. 


Direct Investment 


The net capital inflow for direct investment in foreign-controlled enterprises fell sharply in 
the quarter under review to $5 million - a contraction of well over $100 million from the levels of the 
previous and corresponding quarters of 1967. Transactions with overseas countries produced a moderate 
inflow, principally from Continental Europe, while a disinvestment to the United States was recorded. 
Industrially the flows were largely in balance for all the main sectors. 


While the flow of long-term capital for foreign investment in Canada was at record low levels 
in the first quarter, the outflow for Canadian direct investment abroad rose to a new high of $75 mil- 
lion, more than double that of the first quarter of 1967. The bulk of the investment was again 
directed to manufacturing enterprises with no industrial group within the sector paramount. Geographic- 
ally the United States and overseas countries each received about half of the flow. 


Security Transactions 


Transactions in portfolio securities between Canada and other countries during the first 
quarter gave rise to a $169 million net capital inflow compared with a $235 million net inflow for 
the last quarter of 1967. Net sales of Canadian issues were down to $237 million from $351 million 
in the preceding quarter while net purchases of foreign securities fell by $48 million to $68 million. 


Portfolio Security Transactions Between Canada and Other Countries 
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The value of new Canadian issues delivered during the quarter at $394 million remained at a 
high level. Significant changes in opposite directions were the increase in deliveries of provincial 
government direct and guaranteed issues and the fall in corporate issues. Offerings to United States 
residents in the first quarter for delivery in later quarters increased while deliveries of prior 
offerings declined. As a result the undelivered balance of offerings to United States residents at 
the end of the first quarter rose to $437 million. The net purchase balance from trading in outstanding 
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Canadian securities during the quarter amounted to about $38 million, a swing of some $78 million from 
the inflow recorded in the last quarter of 1967. An inflow of about $15 million marked the third 
consecutive net sale of Canadian equities while the $53 million net re-purchase by Canadians of 
joutstanding Canadian bonds and debentures was the highest in over a decade. Retirements of Canadian 
)securities increased from $100 million to about $119 million on the basis of increases in the 
'retirements of both unguaranteed railway and provincial government direct and guaranteed bonds. 


The net capital outflow from transactions 
New Issues of Canadian Bonds Sold to in foreign securities fell from $116 million to 
United States Residents about $68 million. Liquidation of the Government 
of Canada's holdings of I.B.R.D. bonds (which had 
partly been accumulated in the fourth quarter 


Offer- pee Un- of 1967) mainly through the sale of outstanding 
Period ings liveries delivered(1) issues but also through the retirement of 
maturing issues was a significant factor in this 
millions of dollars change. Factors in the opposite direction were 
the increase in public purchases of foreign new 
| Te 1162 1,358 22 issues, which included a new I.B.R.D. issue, and 
a ee 1,458 17978 362 a rise in net purchases of United States out- 
| standing equities to about $73 million from $55 
| ler eee ae 359 312 169 million in the previous quarter. 
PUTO ore 358 282 245 
TET Oe ac 447 Zoe 435 
EGG) okt 294 367 362 Qther Capital Flows in Long-term Forms 
1968 eee 398 393 437 Disbursements by the Canadian government 
under intergovernmental loan programmes totalled 
MOrhe entiofperiodwesis.s 4... Pal a $10 million in the first quarter of 1968 - all 
under the development loan programme. Repayments 
of principal on earlier loans aggregated $1 
million, down sharply from the corresponding quarter of the previous year when the data included the 


‘cancellation of an outstanding loan. There were no further subscriptions to international institutions. 


| Transactions during the quarter arising from the financing of exports directly or indirectly 
at the risk of the Government of Canada led to a net capital inflow of $41 million. Following the 
‘pattern of recent quarters the predominant factor was again net repayments received in respect of 
past exports of wheat to Communist countries. 
Detail of Long-term Capital Transactions n.i.e. 

Item D13 
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(1) Medium and long-term export credits extended from Canada directly or indirectly at risk of the 
Government of Canada. 


All other transactions in long-term forms led to a net outflow of $26 million; those associated 
\with the financing of private long-term trade credits, Canadian dollar loans to non-residents and 
jamsurance contributed significantly to this amount. 
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Capital Movements in Short-term Forms 


The net outflow for capital movements in short-term forms climbed to $645 million in the first 
quarter of 1968, up substantially from the high levels recorded in the last two quarters of 1967. 
Interest rates in Canada, both long-term and short-term, continued to rise in the period with long-term 
average yields on Canada's approaching 7 per cent while treasury bill yields rose above this mark. The 
yield differential between Canada and the United States widened in favour of Canada in the quarter 
as treasury bill yields in the United States rose less rapidly. However, heavy forward pressure on 
the Canadian dollar produced a discount large enough to offset the unhedged differential. 


Non-resident holdings of Canadian dollars rose by $25 million in the quarter. Net inflows of 
$7 million and $22 million served to augment their holdings of Canadian dollar deposits and treasury 
bills, respectively, while there was a $4 million reduction in Government of Canada demand liabilities 
held abroad. The dominant factor in the net sales of $22 million of Canadian treasury bills were 
increases in the holdings of foreign government and institutions representing the temporary employment 


of receipts in Canada. 


On balance Canadian holdings of bank balances and other short-term funds abroad (excluding 
official reserves) were increased by $100 million in the quarter, down sharply from the two preceding 
quarters. Holdings of swapped deposits which started the year at just over $900 million rose to a 
peak of almost $970 million at the end of January, fell gradually in February and more sharply there- 
after reflecting the official request of March 4 to the banks not to facilitate these transactions. 

By the end of the quarter Canadian holdings of these instruments had dropped to about $750 million. 
In contrast resident holdings of other foreign currency deposits rose rapidly, more than offsetting the 
decline in swapped deposits. 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 


1967 1968 
Transactions with all countries 1966 1967 - 


TAG TI’ Dy LEE O IEG, 


millions of dollars 


17.1 Bank balances and other short-term 
funds abroad (excluding official 


OSCE VES Mea cicie eihiesus tkeucteleereierelcrkesierss - 601 - 323 392) OOo SG Sie, - 100 
17.2 Canadian commercial paper, etc. ..... - + 12 = Geeta Gy ee Gh a aS de 7 
17.3 Canadian finance company paper ...... - 4 - 49 + (OE BES oe SB de Ss =o 
17.4 Canadian finance company obligations, 

ERC Gocco Rae OOe Gok OOOO OOD C ae tay NE el eae 7 A, nt 9) Sh NE Sart 2 - 7 
iyscsAlieother transactione(1)) <5 «cays.« «le - +210 = - 640 23 Le. Sas le So ee - 509 

Locab (CEtCen D7). 2%. a scl ate cece deen es =) 241) - 966 SS YAS es AAD - 670 


ee ee eS Ee ee eee 
(1) Includes changes in loans and accounts receivable and payable, and also balancing item represent- 
ing difference between direct measurements of current and capital accounts. 


Non-residents' holdings of Canadian finance company paper (including that of the financing 
subsidairies of manufacturing and retail enterprises) decreased in the first quarter of 1968 by 
$61 million while transactions in other finance company obligations of a short-term nature (which 
include borrowing from foreign banks and advances from parent companies) led on balance to a net 
outflow of $/ million compared to the $71 million net inflow in the previous quarter. In addition 
there were, of course, other finance company transactions included with capital movements in long- 
term forms, notably new issues and retirements of Canadian securities. All in all the international 
borrowing of these companies in the first quarter of 1968 resulted in an aggregate net outflow of 
about $70 million. International transactions in Canadian commercial paper (including bankers' 
acceptances) led to a net outflow of $1 million while transactions in other short-term paper (including 
notes of banks, mortgage loan companies and municipal and provincial governments) resulted in 
a net inflow of $8 million. 
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All other transactions led to a net outflow of $509 million. Reductions in intercompany 
account payables were important among the identifiable items contributing to the total. The largest 
‘part, however, remains as yet unidentified. There are, of course, grounds for expecting that leads 


and lags in outstanding trade balances became more pronounced in this period of pressure on the 
international exchange markets. 


Official Holdings of Gold and Foreign Exchange 


| 
: The period covered in this report was one in which the world' 
was sorely tested; the Canadian dollar was under pressure for much of 
to mid-March. The devaluation of sterling which occurred in November 1967 was the harbinger of a 
period of considerable international financial uncertainty. Concern over the United States balance 
of payments position led to the announcement by the President of the United States on January 1 of 
mandatory controls over capital flows and of other measures to strengthen the United States balance 
of payments. While there continued to be recognition of the special economic and financial relation- 
ships existing between Canada and the United States, and under the program, Canada remained in a 
preferred position vis-a-vis other developed countries, abnormally large sales of Canadian dollars 
occurred in the foreign exchange markets in the second and third weeks of January. The Minister of 
Finance reported in the House of Commons on January 22 that: 


b| 


s international monetary system 
the time from early January 


"This selling pressure resulted in part from widespread nervousness in international financial 
circles about currencies generally following the devaluation of sterling and the abnormal demands for 
gold. More immediately, however, it appears to have resulted in part from highly exaggerated fears 
of the effects on Canada of the United States balance of payments regulations, 
of the intention of the United States authorities in that regard." 


| 


and misunderstanding 


Following discussions with the Canadian authorities, the Secretary of the Treasury of the United 
States, the Honourable Henry H. Fowler, had issued a statement on January 21 that the new United 
States balance of payments program did not call for and was not intended to have the effect of causing 
abnormal transfers from Canada. At the same time the Governor of the Bank of Canada announced that it 
aad been agreed with the chartered banks that they would discourage the use of bank credit to facilitate 
abnormal transfers of funds abroad by Canadian subsidairies of foreign companies and would also 
liscourage the use of bank credit by such companies to meet requirements in Canada which in the past 
aad normally been met by parent companies. The bank rate was also increased from 6 per cent to 7 per 
cent in the light of developments in the exchange market. When the reserve position was announced for 
che end of January it showed that Canada's holdings of gold and United States dollars had declined from 
J.S. $2,268 million at the beginning of the month to U.S. $2,175 million. The Minister referred to his 
statement of January 22 and noted that the Canadian dollar had strengthened since the measures taken at 
that time. On January 31 Canada's holdings of gold and United States dollars included US $250 million 
acquired by the Bank of Canada through activation of part of its reciprocal currency facility of US 


3750 million with the Federal Reserve System. The use of reserves during the month accordingly 
<otalled US $343 million. 


| Both international and domestic developments contributed to additional strains on the Canadian 
exchange market during this period. Reference has already been made to the uncertainties which 
followed the devaluation of sterling, the impact of the United States balance of payments program, 

and speculation about the future price of gold. Progress towards the development of new international 
sxchange reserve facilities at times seemed halting. Added to these external environmental factors 
vere some developments of a domestic character including renewed public discussion of exchange rate 
oolicy and of foreign ownership of Canadian industry prompted by the release of the Watkins' Task Force 
ceport. Uncertainties also arose from defeat in the House of Commons of a tax measure. On February 
26 the Minister of Finance announced that Canada had taken steps to draw the equivalent of US $426 
nillion from the International Monetary Fund. This sum was made up of US $241 million representing 
sanada's creditor position in the International Monetary Fund and US $185 million equivalent in value 
70 Canada's contribution of gold to the International Monetary Fund. The drawing left unimpaired 
sanada's normal rights to secure credit from the Fund equivalent in amount to Canada's quota of US 
3740 million. The Minister stated that it has been thought desirable to bring into the United States 
Jollar holdings the whole of the creditor position with the Fund and the gold tranche. Official 
1oldings of gold and United States dollars rose by US $315 million during the month from US $2,175 
million to US $2,490 million. The net use of the reserves, apart from the drawing from the Inter- 
tational Monetary Fund, was accordingly US $111 million. 


On March 4 the Governor of the Bank of Canada requested Canadian banks and other financial 
‘mtermediaries for the time being not to facilitate swapped deposit transactions, which constitute 
che main link between the Canadian short-term interest rate structure and the rates prevailing in the 
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Euro-dollar market. At the same time the Minister of Finance requested Canadian investors to refrain 
from entering into or renewing swapped deposit transactions through any intermediary, Canadian or 
non-Canadian. Movements in these deposits are discussed elsewhere in this report. 


The Minister made public on March 7 an exchange of letters between himself and the Secretary 
of the Treasury of the United States, relating to the application to Canada of the United States 
balance of payments measures. The Secretary of the Treasury noted the unique financial relations 
between the two countries which had been a mutual support to both and to the international monetary 
system. The cardinal element in the present financial relationships between the United States and 
Canada was the fact that to the extent capital outflows from the United States to Canada of a kind 
covered by the United States balance of payments measures were insufficient to finance Canada's 
current account deficit, Canadian borrowers would exercise their existing rights to borrow more in 
United States capital markets. In the light of this situation and to make sure that the flow of 
funds from the United States to Canada was adequate, the United States undertook to exempt Canada 
from all the United States balance of payments measures affecting capital flows that were administered 
by the Department of Commerce or the Federal Reserve System. In his acknowledgement the Minister of 
Finance stated the intention of the Canadaian government to ensure that the United States balance 
of payments position was in no way impaired as a result of this action. Accordingly any necessary steps 
would be taken to ensure that the exemption from the United States program did not result in Canada's 
being used as a "pass-through" by which the purpose of the United States balance of payments program 
would be frustrated. It was also the intention of the Canadian government to invest its entire hold- 
ings (apart from necessary working balances) of United States dollars in United States Government se- 
curities which do not constitute a liquid claim on the United States, with of course effective safe- 
guards should its reserve level require. These arrangements with respect to the employment of Canada's 
official holdings of United States dollars are without statistical effect in Canada. 


At the same time, the Minister announced that arrangements had been made for an additional US 
$900 million of standby credits to be available to Canada to supplement its foreign exchange reserves. 
The United States government had agreed that the Export Import Bank would provide a standby credit 
of US $500 million to the Government of Canada. In addition, the Bank of Canada announced that it had 
arranged reciprocal credit facilities with the Central Banks of Germany and Italy in amounts of US 
$150 million each and a credit facility with the Bank for International Settlements of US $100 million. 


While these developments were occurring with respect to Canada, international speculation on 
the price of gold reached crisis levels culminating in the suspension of trading and the announcements 
on March 17 of new arrangements by the Governors of the Central Banks contributing to the Gold Pool. 
Canada announced that it would cooperate in the policies set forth in their communique. The bank rate 
in Canada was raised from 7 per cent to 7-1/2 per cent coincidentally with an increase from 4-1/2 per 
cent to 5 per cent in the discount rate of the Federal Reserve. The reciprocal currency facility 
between the Bank of Canada and the Federal Reserve System was increased from US $750 million to US 
$1,000 million. 


On March 31, Canada's official holdings of gold and United States dollars were US $2,244 million, 
a decline of $246 million during the month. The announcement revealed that a very heavy drain had occurre 
in the first half of the month after which there had been a build up(l). The Minister's statement 
attributed renewed strength in the Canadian dollar to the approval by Parliament of the government's 
new tax measures, the new arrangements with the United States, and the easing of pressures on exchange 
markets that followed the change of gold policy. 


Over the quarter as a whole, Canada's official holdings of gold and United States dollars were 
reduced by US $24 million from US $2,268 million to $2,244 million after the application to them of 
Canada's net balance with the International Monetary Fund which had been US $433 million at the begin- 
ning of the period and of activation of US $250 million of the reciprocal currency facility with the 
Federal Reserve System. 


The quarterly change expressed in Canadian dollars shows a fall in official holdings of gold 
and foreign exchange (including working balances of sterling) of $23 million; the reduction in the 
I.M.F. balance due to its repatriation amounted to $471 million while the activation of part of the 
reciprocal swap facility with the Federal Reserve System created a liability of $271 million expressed in 
Canadian funds. These transactions supplied in total $765 million. 


(1) Official holdings of gold and foreign exchange also rose substantially during the months of April 
and May. 


United States Dollar in Canada 


Period High Low Close 


Canadian cents 


ye) LOSto4,5 10727590108. 25 

21 Q .. LO8754 107.885 107.97 

LIT’ 2's ‘L08200 107.'3422107.41 

IV Q 103543 “LOT ..25° 2108.06 

968 IQ... 109.00 108.09 108.28 
alten «ss LOOL00T 108.09°"108. 75 
Deve... 108.75 108266 108.75 

Mare . 108.75 108.19), 108. 28 


| Canadian assets 
Transactions 
Period Subs- Total 
crip- Loans assets 
| tion (GAB) 
(Quota) 
1947-1965 550.0 50.0 600.0 
Moo ..... LION 790.0 
HO os. 5 ss = a5Or //o50 
|#67 - 1 Q 790.0 
i ae, = Lov0) Ji2.0 
EIELQ F750 
VEO Tip.0 
1968 1Q - 35,0%8740.0 


sa eens es 


Noon 


average 


i 


108.07 
108.16 
107.63 
£07762 


108.56 
108.47 


108.73 
108.49 


Spyies 


Exchange Holdings and IMF Balance 


CE ee ee ee ee 
Official holdings Net balance 


errr d with Inter- 
End of tod pape 
Roe United States ees aia 
dalicw Monetary 
pera yt ee nee i ee 
millions of United States dollars 
1967 dhl) BAP 2e208 468 
ST i Orccencvers 2,169 452 
TET @ Mrexshevere 222k 454 
NA ONGS eee 2,268 433 
1968 Bes Os arses 2,244 - 
Walter se ° 2rless 428 
Feb. : 2,490 - 
Mar. ; 2,244 = 


ote: The table of exchange holdings does not include holdings of the Government of Canada at March 
SN; 1968 of $114 million of medium-term non-marketable securities of the United States Government 
| acquired in 1964 in connection with the Columbia River Treaty arrangements. 


Canada's Accounts with the International Monetary Fund 


Canadian liabilities = IMF holdings 


of Canadian dollars 


ees 


! 
Transactions Canna se 
net 
Subs- Meeucrainee Net drawings Sales of Total balance 
crip- SATS (=) of Cana= “Canadian” Iiabi- with 
tions dian dollars dollars lities IMF (1) 
currencies 
and ORR by other to IMF 
loans countries for gold 
millions of United States dollars 
462.5 Sy. 3! = Sse 7/ lS) 246.6 353.4 
es = 647 26 34> 448.5 
= 1550 LS 34156 G33E4 
- 20.0 32005 468.5 
=O Grau! S226 A524 
- dbp sco) S2s Ua yey 7) 
20 KS Bano WS 8 pact 
=:35.0 426.0 Vbsrs) WED AS: Opal 


(1) This is a cumulative measure of the net resources provided by Canada to the IMF including loans 


| under the General Arrangements to Borrow(GAB). 
appears as item H2 in the balance of- payments statement. 
positive, represénts its reserve position in the IMF. 
automatically on statement of balance of payments need, but Canada would then be under an obligation 


The Canadian dollar equivalent of. the change 


Canada's net balance with, the IMF, when 
This may be drawn by Canada virtually 


to restore its net balance to 25 per cent of its quota which is currently $740 million, i.e. to 


$185 million. 


Note: The statement is expressed in terms of United States dollar equivalents in accordance with the 


IMF practice. 


Since members are obligated to maintain the gold value of the IMF's holdings of 


their currencies, from time to time there have been adjustment payments between the IMF and 


Canada in Canadian dollars arising from changes in the exchange rate. 


These transactions are 


not reflected above because the series are shown in United States dollar equivalents, and do not 
appear in the balance of payments statements because only the change in Canada's net asset is 


shown. 


The adjustment transactions affect the Public Accounts of Canada. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1967 and 1968 are preliminary and data for 1966 are subject to revision 


millions of dollars 


A Current receipts: 
1 Merchandise exports (ad{usted) sc csce wsncccsrecestetsserecess users ant ccerrenrerss 2223 2,602 2,695 2,806 
3 Gold production available for export y r.cecse tee eects escecerieeseererse 34 29 30 82 
4 Travel ‘OXpen Gi tures scsiccetev.ctsseiassce ss vbosecvesnehese eee cote cree 74 184 455 127 
5 Interest and dividends 71 81 D5 116 
6 Freight and! shipping sacs. tet aettnesceereee ene eee re 156 185 209 206 
7 Inheritances and immigrants’ funds scs.s2 eee eee eee 44 71 86 67 
11 All’ other current: TOC eRDtS,- eec.carcrrscsttscterr crs steace etre reaetaeer meen eee INF 7 Z 180 180 
12 Total current recelpts Gore hoon ea cc cre ere eee co seers 2 es 3,324 3,710 35 oes 
B Current payments: 
1 Merchandisesim ports: (adjUsted seco cceee ce eee ee eet eet Pi GAN) 2050 2,472 2,766 
4 EL TAVE1IIGXDENGICUT ES mec scses stereo eae eee ote 191 240 314 158 
5 Interest and dividends.) cess eect reece eee sere meee renter 247 250 230 408 
6 Fretghtvand shipping? 10202. o nee es ee 169 22 225 219 
a Inheritances and emigtants” funds «siti. A.v-ticccseesccccseterievevertevesterces dete 36 44 60 58 
9 Offitcial:contribUtlonSe em ee eee ee ee 33 14 82 33 
11 Alina ther currentspayinent see weer see eee es ene En 280 288 286 299 
12 Total current. Payments oo, beoicieaccctannaceccospcdn endl gwaceorormnee 3,169 3,699 3,669 3,941 
Cc Current account balance: 
1 Merchandise trade... 5 is eens seal ee ee ee + 10 - 49 + 223 + 40 
2 Other transactions, excluding B9 - 373 cy ehily - 100 - 414 
3 Official contributions - 33 - 14 - 82 - 33 
4 BGC FU OR yea eae ne Re On a da BOP, NEC TR Fe er, a eee - 396 - 375 + 4l - 407 
D Capital account: 
Direct investment: 
1 Directiinvestmentan Canada, tacec sen to ae ee Roe + 128 + 212 + 147 + 223 
2 Directrinvestment abroad .ce se eee ee oe eee - 22 - 39 + 76 = ' 35 
Canadian securities: 
shal Trade in outstanding bonds and debentures ...c.c.cccceccssessseesesseseeeeees — ees. - 25 - 50 = tS 
se Trade in outstanding common and preference StoCkS .........cccc0000 - 14 - 44 maPE S'S) - 44 
4 New isstes tive ks oe eee eee + 578 + 359 + 317 + 209 
5 IRGtiFeM On tS20 ete cee een eee teen ee - 113 - 158 - 91 - 140 
6,7,8 Florei' ens CCuri ti es ten ners uc. 0 in, Serer ee cas en oe ee ee - 79 - 122 - 126 - 96 
Loans and capital subscriptions by Government of Canada: 
9 AA VAN CES. c CGC 3 coc icecacts atin cae ae eee ey Um ae Tet Me ne ee - 6 - 3 - 9 - 17 
10 FRE PA yMTeNtS Bros C ai ee erences re resect ee 2 u, i + 19 
11 Colimbla-Riverttrea ty. netics eee eee cere eee eee - - - + 32 
13 ong-tennucanital transactlons misc yee en ee ee eee + al + 44 + 11 - 24 
Change in Canadian dollar holdings of foreigners: 
14.1 Depositsres..0 0.8 SN ah PatSTG IS: SARS ee I een Ee =o eS - 8 2. + 12 
14.2 Government of Canada demand liabilities ooo... ..cceccccsecsesseseeens = 6 mee 2 oP +S 
14.3 Canadiangtreasuryabill se eee eet. cee een ee - 8 - ie - 9 
17 Otherscapitalumovements secs ee =e 7S sey hy - 373 +1265 
E Net capital movement (excluding monetary items shown below) in: 
if ong-tem formsi(D ls tonDS) ee se + 462 + 226 + 219 + 112 
2 Short-cermiforms: (D14stowl 17) lee eet eee eee - 204 tg 32 - 345 + 216 
3 BE Ofallt 0 a RR ae, BET ee ee. + 258 + 258 - 126 + 388 
H = C+E| Official monetary movements in the form of: 
1 Change in official holdings of gold and foreign exchange .............. - 166 - 181 - 105 - 10 
2 Change in net International Monetary Fund poSition ...ccccccccssecseeseesee ap as + 64 ap WAG = 
3 Reciprocal swap facility with Federal Reserve System .o.ccecccccscsc0.-- t = * 2 


Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A deat sop trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 
B 1) the annual reports on ‘‘The Canadian Balance of International Payments”’. 


A Li bee item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, 
B 11) insurance transactions, and business services. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1967 and 1968 are preliminary and data for 1966 are subject to revision 


1967 1968 Annual totals Four quarters 
= i. ended 
I II eT IV i 1966 1967 March 31, 1968 No 
millions of dollars 
A 
2,609 3,018 Deo 5,05)) 3,019 10,326 IP SSS ASS: 1 
32 28 26 26 27 125 iLL 107 3 
82 346 708 168 79 840 1 Stove SO 4 
62 54 63 102 68 323 281 287 5 
169 214 208 203 WaT 756 804 812 6 
60 96 106 YS by/ 268 333)7/ 334 7 
197 182 sO) 17/8} 174 703 P22 699 11 
Sh HAlbAL 35938 3,984 SeOLZ 3,601 Ibs i SYA 14,945 e355 12 
B 
25913 BOL 2,616 DAT Ko By Thess) 10,102 10,905 N75 1 
209 230 278 160 210 903 877 878 4 
242 269 263 375 295 3 1,149 202 5 
176 232. 224 223 182 825 855 861 6 
42 47 65 59 43 198 213 214 7 
sys 76 20 29 14 162 iN e7f 139 9 
293 318 294 289 299 ibys} 1,194 1,200 11 
Bos 4,186 3760 35097 3,826 14,478 155370 15,669 12 
G 
+ 96 + G4 + 87 + 293 + 236 + 224 + 480 + 620 1 
- 360 - 176 + 157 - 349 - 447 - 1,199 - 728 - 815 2 
- 52 - 76 - 20 - 29 - 14 - 162 - 177 - 139 3 
- 316 - 248 + 224 - 85 - 225 - 1,137 - 425 ~ 334 4 
D 
+ 125 + 145 + 140 + 130 5 + 710 + 540 420 1 
- 30 - 10 - 20 + 10 - 75 - 20 - 50 - 95 2 
| - 10 - 23 - 9 - 14 - 53 - 103 - 56 - 99 Sieat 
a Sy? = 45 + 30 + 54 + 15 ~ 137 + 17 + 84 3.2 
+ 332 + 296 + 271 + 411 + 394 + 1,463 + 1,310 + 1,372 4 
= 7 - 138 - 61 - 100 - 119 - 502 - 356 - 418 5 
- 56 = 52 - 124 - 116 - 68 - 423 - 348 - 360 Delis! 
= 3 ~ 2 - 10 a 7S) - 10 - 35 - 38 - 45 9 
+ 11 2 + 2 + 19 + 1 + 24 + 34 + 24 10 
- - - + 44 - + 32 + 44 + 44 11 
Gey + 65 + abe + 105 + 15 + 10 +289 = ee 25 13 
+ 48 - 59 + 6 | eee E/ - 10 seme oe - 19 14,1 
- 6 = 27 - 2 + 12 - 4&4 + 5 - 3 - 1 14,2 
+ 15 8 - 17 = 42 + 22 eey f.i50e 4 + ll 14,3 
- 61 - 7 - 456 - 442 - 670 - 241 - 966 - 1,575 17 
E 
+ 307 + 258 + 301 + 520 + 105 + 1,019 + 1,386 + 1,184 1 
- 4 - 65 - 469 - 405 - 645 - 241 - 943 - 1,584 2 
+ 303 + 193 - 168 + 115 - 540 + 778 + 443 - 400 3 
H=C+E 
- 35 = 87 + 54 + 52 = 423 - 462 + 34 + 46 1 
+ 22 - 18 ses ea - 22 - 471 + 103 - 16 - 509 2 
e = - = = 271 - - = 2271 3 


Notes: D A minus sign indicates an outflow of capital from Canada. 
D 1,2 Exclusive of undistributed profits. 


/ D 17 This item includes mainly changes in private and chartered bank holdings of exchange, international money market 
transactions, loans, and changes in open account commercial indebtedness. It also includes the balancing item 
| representing unrecorded capital movements and errors and omissions throughout the accounts. 


H 3 Aminus sign indicates a receipt by Canada. 
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Summary of Current Transactions with the United States, United Kingdom and Other Countries 
1967 and 1968, and Changes Between the Periods 


i 


1967 1968 Change 1967 1968 Change 


millions of dollars 


Second quarter All Countries United States 
Merchandise exports (adjusted) ...........-. Sele 3,541 + 523 Ltsloa | 2, 900 + 493 
Merchandise imports (adjusted) ............ 35 (OMLD SMHS, + 167 2,199 2,346 + 147 
Balance on merchandise bradetmeisiss clcre ir slete aie + 6 + 362 + 356 = 9382 + 14 + 346 
OpheD CUGLeiita ReSeT pics tetelalelersiclecelalere el-lerersiciete 932 874 haat fe 616 15: = 4 
Other current payMentS ...cceceserceee SOanC ys 1233 ae 1S 804 870 +06 
Balance on non-merchandise transactions ... - 286 - 359 - 73 - 188 - 295 - 107 
HOE WwHCCIEY cogds Mieseuctslsieieceleveie serereialenesonel exe 3,950 RUS + 465 BUSS S) Do 35 = Ao 
Total PAyMENES <6 ise ccs os a wivclve sewn esse ss 4,230 Ay (AD + 182 3,003 3, 2 + 213 
Current account balance -c.ccceccescersevees = BX0) + 3 + 283 S SyA0 - 281 + 239 
January to June 
Merchandise exports (adjusted) ..... HOG OGG S627 6,560 + 933 37526 4,415 + 889 
Merchandise imports (adjusted) ..... midvshaerats 5.25 Dy OZ + 439 4,106 4,451 + 345 
Ballance onsmerchandlsen trade icicle sles e oteleete + 104 Se }cKs) + 494 - 580 - 36 + 544 
OthemeeurmnenteceCeuLpicse rarer eteiseleioisieteiene sDa0GE Diels 15498 - 73 OOS ID = Soil 
Othermcusrent™ payments srel+cleritelast Coaon OOS - 2,289 Dre Voy Se ASS! LOIS 1,648 ae 2S, 
Balance on non-merchandise transactions ... - 718 - 834 - 116 = 22, - 696 - 174 
OE MEO MES sy Sour aadd ous SOOO ATOOEUUGC AAC Tel98 8,058 + 860 A S529 55 S57 “oso 
IkoyibEML phe GooGoaadoon & SHO COO OUS CBO TC TE ASW 8,294 + 482 Belo} sil! 6,099 + 468 
Cusventeaccounts palaricemprrbsstersissteteterertereiers - 614 - 236 se Suis, - 1,102 - 732 sO 
Second quarter United Kingdom Other Countries 
Merchandise! exports “adjusted ...e..6 se. a6 317 alg ot eee 834 862 + 28 
Mexchandiise imports  (adijusited) im. siecle e 199 180 - 19 614 653 +59 
Balance onmmerchanddsiem tradeuc cretere cistote eters + 113 + 139 stem 2A + 220 + 209 = at 
OEere Ct emeTe Cedi pieSmts eteretercie «tele starererererersi atte 98 96 - Z 218 203 - 15 
Othernvecurrent payments. sce ss sieretoter srctete 108 2 ap 306 DSi - 55 
Balance on non-merchandise transactions ... - 10 - 16 - 6 - 88 - 48 + 40 
TOta Were CSP tS is sere scieis os wietatelei ce ee lence ciere Le AS, 415 - E052, O65 + 13 
otal pawns avd <telete eles» cieleretetete OS eee 307 292 = AUS) 920 904 Salts: 
Currenteaccounts balances. .ceme.+ sie eictettiorete ere + 108 + 123 ap 1S) + 132 + lol + 29 
January to June 
Mercnand1 semexportc a (ad jiusitzed)imarsctereerete sere 601 614 eae tS} 1,500 silt + 31 
Merchandise imports (adjusted) ..... Bbmooac 348 340 - 8 1,069 theyll 7 + 102 
Balance on merchandise trade ...... Bree See + 253 + 274 + 21 + 431 + 360 = 7 
Orner current -recel pts... 4434.26 ese sis oenle oe 180 178 - 2 388 368 - 20 
Ocrher “current payments) seme. Biatelere ciatetetere is se 200 Ze + 11 564 473 ~ 9F 
Balance on non-merchandise transactions ... - 20 = 133 - 13 - 176 - 105 + 71 
POLAUITCCGL OLED Oi uth s ice wc eeee setae eee eens 781 792 + ll 1,888 1,899 + 2a 
Lokal payment Simekectesto sien «een ees ae ee 548 BS) il + 3 ios83 ey Ocge on 
Cirrenieaccount balance 4 2. xc s/s oc ccdea Hee a 40)3) ap Atel + 8 elo) ar 228); = 


a 
Note: Omission of items A7 and B7 for inheritances and migrants' funds in the main balance of payments 


table at the back of this report yields exports and imports of goods and services as published in 
the National Accounts. 


gees 


The usual adjustments to recorded trade for balance of Payments use represented an addition of 
bout $45 million to exports and a deduction of about the same size from imports in the first half of 
968. Timing adjustments to shipments of wheat together with minor receipts of progress Payments were 
mcorporated into the exports; while deliveries of aircraft exceeding in value the current progress 
ayments largely accounted for the negative adjustment to recorded imports, 


Increases of about $400 million each occurred on both sides of Canada's international trade in 
utomotive products, This important group of commodities accounted for well over 40 per cent of the 
serchandise export gain and a preponderant portion of the smaller rise in imports. Other Sienairie ant 
nereases in exports of about $100 million occurred in copper ores and alloys and of a slightly larger 
lagnitude in the group including iron ores, steel alloys, plates, etc. Shipments of crude petroleum 
nd natural gas rose about $50 million, as did lumber and also aircraft, engines and parts together. 
xports of pulp and nickel were each higher by more than $30 million. Smaller but important increases 
ook place in the shipments abroad of a variety of other commodities including whisky, newsprint, 
luminum, asbestos, sulphur, fertilizers, and communication equipment. Advances in the metal exports 
ere to an important degree strike-induced by the extended labour dispute in the copper industry in 


he United States (which ended in April) or were in response to threats of strike in the aluminum and 
teel industries, 


| The value of clearances of wheat to overseas markets fell about $90 million on account of 
educed shipments to the U.S.S.R. and Japan among other countries and also due to lower donations in 
968 to countries such as India. Shipments of wheat to Mainland China were however almost $20 million 
arger. Exports of agricultural machinery were down more moderately as were those of navigation 
\quipment. 

| 
| Apart from the substantial increase in the imports of automotive products, Eher arriviall of a 
onsiderable number of civilian jet aircraft during the first 6 months of 1968 contributed some $60 
dallion to the import rise over the same period of 1967, although, as already noted, the effect on the 
alance of payments was smaller due to the special treatment of progress payments. Increases of about 
40 million were recorded in the imports of crude petroleum and fuel oil and also in copper ores and 


crap brought in from the United States for processing, together with moderately higher imports of 
iickel from overseas countries. 


Small increases occurred in imports of a variety of commodities including clothing, precious 
etals, air-conditioning and laboratory equipment. 
Imports of agricultural machinery and tractors, however, declined well over $40 million, and 
hose of iron and steel materials were down roughly $30 million, Imports of a number of other commod- 
‘ties, including glass, metal working machinery and parts and electronic computers, declined moderately. 
The rise in average export prices, which was close to 3 ere (Sighel Biya) elava\ Seiacie Inher fone IMels.7) 
ver the same period of 1966, slowed down to 1 per cent in the latter half of the year. However, the 
merease started to pick up again in the closing months of 1967 and accelerated during the first half 
f£ 1968, so that the level of average prices at mid-year 1968 was about 2 1/2 per cent higher than at 
he year-end, These price increases encompassed exports of crude and fabricated materials, end products 
ss well as live animals, and included individual commodities such as lumber, iron ore, copper, nickel 
nd some other metals and minerals, The average import prices, which fluctuated within a narrow range 
etween equal levels at the beginning and end of 1967, in the first half of 1968 reached a plateau about 
| per cent above the level of the first half of 1967. 


n Increased Deficit on Non-merchandise Transactions 
| With about a 5 per cent contraction in non-merchandise receipts from $1,571 million to $1,498 
illion combined with a 2 per cent increase in these payments from $2,289 million to $2,332 million, 

he non-merchandise deficit expanded $116 million or 16 per cent from $718 million in the first half 

f£ 1967 to $834 million in the 6 months of 1968. The decline in receipts was attributable largely to 
ravel receipts which were swollen in the second quarter of 1967 with the opening of Expo 67. Expen- 
itures in Canada by foreign participants at the exposition also raised non-merchandise receipts in the 
irst half of 1967 above normal levels. Other non-merchandise receipts increased between the 2 periods 
nder comparison as did also individual "invisible" payments, with the exception of official contri- 


utions, which receded from the high level of 1967. Inheritances and emigrants' funds remained un- 
hanged. 


eee 


Balances on Principal Non-merchandise Transactions 


First six months 


Change 
1966 1967 1968 in 1968 
millions of dollars 

Gold production available for export ............ 63 + 60 ao” + 2 
Travel, Gxpenditures 4 - passewin «cfs epoiieis Hels deus oe o> LAS = jh Sriss =e 57) 
inmesateiie ive ibitvalelyieley SocacungbomococdouoncdononN - 347 - 398 - 460 a G9) 
Freight and shipping .. oe cwwwe ees scenes sie civccmne Sy Be) egy) = 9 sop LS 
Tuheritances and migrants. funds sc aes ecidn elie ere fe BG ay Ay) eee ae 3 
OnerPalicateMl Cexoialeeilloyblestoisls) oo goanoe sUapend bOdoUooDOUS =e - 132 <3 + 79 
Mil mMotherecubGent EbanlsacCelOnsime ciel hel ern ielerer = 216 =5 282 - 306 = Oh: 
Balance on non-merchandise transactions ......... - 728 - 718 - 834 - 116 


While travel payments in the second quarter of 1968 at $243 million recovered to about the 
level of pre-Expo year 1966, Canada's international travel receipts stood at $235 million in an exten- 
sion of the normal growth rate between the second quarters of recent years. There was accordingly the 
smallest travel deficit (since 1950 and excluding the Expo year) of $8 million for the second quarter 
of 1968. The first quarter 1968 deficit of $130 million was slightly above that of the same quarter 
of 1967. 


Travel Expenditures For the 6 months of 1968 travel receipts 
ee ee totalled $314 million, down $114 million or 27 
First six months Chaves per cent from $428 million in the first half of 


1967, but 22 per cent higher than $257 million 


Ne 120: 1268 ip 1968 for the same period of 1966. Canadian expendi- 


millions of dollars tures abroad for travel stood at $452 million in 
United States: the 6 months of 1968, as compared with $439 
Receipts ... 219 o73 273 - 100 million and $430 million in the first halves of 
Payments ... 313 Sul, 330 + ll 1967 and 1966, respectively. Travel expenditures 
Balance .... - 94 +54 - 57 - 1ll by United States visitors to Canada declined 
$100 million to $273 million, while Canadian 
Overseas: travel payments to the United States rose $ll 
ReECedspes mats 38 55; 41 - (14 million to $330 million. The balance on travel 
Payments ... Wily) 120 TZ2 Miles i transactions with the United States was accor- 
BALANCE werctc. = (198 == OS - 81 - 16 ingly transformed from a surplus of $54 million 
to a deficit of S5/ million in the tirst.ommoners 
All countries: of 1968; but this deficit was considerably below 
RECOR DES ser. 257 428 314 - 114 that of $94 million in the corresponding period 
Paymemesmesrr 430 439 452 “pine 8S of 1966. The travel deficit with overseas coun- 


Bavancemre. b/s = 1 - 138 ct 7 tries expanded to $81 million in the 6 months of 
1968 following a contraction from $79 million to 
$65 million between the 6 months of 1966 and 1967. 


Net interest and dividend payments in the 
Interest and Dividends: Payments first 6 months of 1968 rose to $460 million from 
$398 million in the corresponding period of 1967, 
This net increase of $62 million was accounted 


ceo os SE ce De one for by a rise of $86 million in payments of 
millions of dollars interest and dividends to $607 million, which 
was to some extent offset by higher income 
T9606 Wacrrees ore 1,140 429 7a receipts. More than 70 per cent of the expansion 
WIG 7s. tenets oars ths 1UEKO) 471 719 of net interest and dividend payments occurred 
in the first quarter of 1968. Increased profits 
1967 ABO ee 249 105 144 of unincorporated branches of foreign companies 
Ort. pal ie 130 142 together with an expansion in payments by 
Teles OMe 270 106 164 Canadian subsidiaries to United States companies 
LIN ERO’. pe 399 130 269 were chiefly responsible for an increase of $55 
million in the dividend payments to $341 million 
1968 POR see. Zz Be 170 in the first half of 1968 as compared to the 
1G KO Ae ob 144 LT same period in 1967, Interest payments increased 


by $31 million to $266 million following large 
United States purchases in 1967 of the new bond 
issues of provincial governments and corporations. 


Receipts of interest and dividends rose moderately by $24 million to $147 million, 


Dividend receipts 


increased by $26 million reflecting to some extent an exceptional withholding tax adjustment in 1967. 


Interest receipts declined by $2 million, 


The net payments of interest and dividends accounted for 


55 per cent of the deficit on non-merchandise transactions, which was unchanged from the proportion 
Bor the first half of 1967, notwithstanding the changing contribution of some of the individual items 
to the increased level of the "invisible" deficit in 1968. 


Along with the continuing expansion in the volume of external trade, Canada's transactions in 
freight and shipping with foreign countries increased to record levels for the first half year in 1968. 
With a 10 per cent gain in the receipts from $397 million to $436 million, offset by a rise of 6 per 


cent in the payments from $419 million to $445 million, 


Pe2emiltion to $9 million. 


the freight and shipping deficit narrowed from 


The surplus on account of migrants' funds and inheritances increased 


slightly to $70 million, reflecting a $3 million gain in thé receipts to $159 million but no change to 


payments at $89 million. 


The fall from the first half of 1967 of over 20 per cent in the number of 


immigrants was more than counterbalanced by a sharp rise in the per capita funds brought in particularly 
in the second quarter by immigrants from the United States, sterling area countries and some other 


countries. 


Official contributions fell $79 million to $53 million from the unusually high level of the 


merst half of 1967. 


Most of the decline took place in Canada's bilateral food aid, encompassing much 
larger donations of wheat to India in the second quarter of 1967, 


The deficit on other current 


transactions widened about 8 per cent from $282 million to $306 million, with other government expen- 


ditures and business services accounting for most of this change. 


These government expenditures abroad 


did not change appreciably, but the receipts declined considerably from the first half of 1967, when 
expenditures by foreign participants at Expo 67 raised the level abnormally. 


Acting in the other direction was the reduction in net payments of personal and institutional 
remittances from an unusually high level associated with the disturbances in the Middle East in June 


of 1967, 


Current Transactions in the Second Quarter (Seasonally Adjusted) 


Balances on Current Transactions 


(Seasonally adjusted at quarterly rates) 
0 Sc see a 2 a ee 


Balance 
5 Current 
Merchandise on non- 
3 account 
balance merchandise 
: balance (1) 
transactions 


millions of dollars 


1967 
I Q + 172 = 306 - 134 
II Q + 79 ~ 265 - 186 
atl Q = 63 - 12 - 185 
IV Q + 293 - 331 - 38 
Year + 481 - 1,024 - 543 
1968 
= Q + 317 - 370 = 53 
rT OQ ar AT - 329 + 98 


(1) Omission of inheritances and migrants' funds 
(as shown in the following statement) yields 
exports and imports of goods and services as 
published in the National Accounts (season- 
ally adjusted at annual rates). 


and shipping and migrant's funds and inheritances contributed to this favourable change. 
adjusted travel receipts increased nearly 20 per cent, 


Total exports of goods and services rose 
4 per cent from $4,122 million, seasonally ad- 
justed at quarterly rates, in the first quarter 
to the highest recorded level of $4,287 million 
in the second quarter of 1968, The increase of 
more than 7 per cent between the final quarter 
of 1967 and the quarter following was even more 
marked. Total current payments recorded about 
the same rise between these two periods, but 
changed only slightly in the second quarter. At 
$4,189 million, the payments also stood at record 
levels, These movements in the large aggregates 
yielded a signal improvement in Canada's current 
account balance towards the end of 1967, which 
was followed by a period of hesitation. A 
marked betterment occurred in the second quarter 
to a surplus of $98 million, seasonally adjusted 
at quarterly rates, from a deficit of $53 million 
in the preceding quarter. About 70 per cent of 
this positive change of $151 million originated 
from merchandise trade, with the exports in- 
creasing 2 1/2 per cent from $3,297 million to 
$3,381 million, Merchandise imports at $2,954 
million were a shade down from $2,980 million in 
the first quarter. From a recent peak in this 
quarter of $370 million, seasonally adjusted at 
quarterly rates, the non-merchandise deficit 
contracted to $329 million in the April-June 
quarter, which roughly corresponded with the 
last quarter 1967 deficit. International tran- 
sactions on travel, in particular, and on freight 
Seasonally 
while travel payments declined more moderately. 


Similar changes in direction but smaller in magnitude occurred in the two sides of the freight and 
shipping account. Receipts of migrants' funds and inheritances rose sharply, while the payments remained 
just about unchanged, With increases in payments exceeding those in receipts of interest and dividends 
and of miscellaneous current transactions, the deficit in these items widened moderately. 


Exports and Imports of Goods and Services 


(Seasonally adjusted at quarterly rates) 


1967 1968 
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Receipts 
Merchandise exports Cad justed) “vine. esc eo ele Metso Axteiis, alice Bai — Wil. Shei 35297 iy Sheil! 
Gold production available for export ~.......0.-; 31 Be 26 26 AEIRZ: Bi 30 
Travel expendi lures. Matec sen sere ss ce cea etvece pete reters 238 371 436 29975 DS I04 228 270 
PEGE O SE SN OL VECENGS Wetec erat eteie state sie cieeretete at 80 59 78 te 294 77 88 
Pred give. and -SUPppang oc eto ere thele stale tenet sate wvereters 208 Di 208 PVT 845 229 232 
Inherrcances sand migra coumerund scl) imerreretsicnet nets 80 87 88 82 B57 76 92 
IML CESS TEEN SEIOLELONS cocoons docacounoDU ouéouaS PALL 194 202 199 806 184 194 
Sub-totals, non-merchandise transactions .... 848 952 1,038 860 3,698 825 906 
TOC QUGD spots eis Biers arersnerere puccorsustey Nemone coe aeueteteust ona eis 35710-37828 4 5,710" 3,051 11> en Ge t22 4,287 
Payments 
Menchandase mmportes (adjusted) mc. -itecmiiarcieseres DSO Pot BaiGil DaOlhss ios Ole 2,980 2,954 
Golldsproduction aval lablemtor exporter casi - - - - - - - 
Travels expendUeures 7 n. cre elsle 1c crsveuemeneney rere ee stone 234 212 205 226 877 235 226 
intenest wand edividendsS ar circa ol eieue creatensio nero tere 266 297 319 308 1,190 314 342 
Preiehteand rSshippiney aries cece oe censrote a cisrsreme sapere 222 222 WNT 223, 884 238 234 
inheritances sand mierantsyacunds (yee rears Bz By? 56 53 2S Sy) 53 
All other transactions (including official 
CONEREDUELONS!)) ccre usecase uenstsestoncos oterene mente reece e caer 380 434 363 381 I ayes: 215)7/ 380 
Sub-totals, non-merchandise transactions .... 1,154 1,217 1,160 1,191 Ae 22. Le95 1235 
POTASH etexsicteie chess Creituenstete erento re eter esicteaee eRe rerhens Stevi OYA SCO Bolo) IZ: Be MIS, 4,189 


(1) Omission of inheritances and migrants' funds yields exports and imports of goods and services as 
published in the National Accounts (seasonally adjusted at annual rates). 


Transactions by Areas 


Transactions with the United States accounted for, as mentioned before, almost the entire 
improvement in Canada's current account balance. Total receipts for exports of goods and services 
gained $838 million, or roughly 18 per cent, from $4,529 million in the first half of 1967 to $5,367 
million in the corresponding period of 1968. Total current payments to the United States at the same 
time rose $468 million, or 8 per cent, from $5,631 million to $6,099 million, 


The current account deficit therefore 
Quarterly Current Account Balances contracted from $1,102 million to $732 million, 
or by $370 million, The reduction in the mer- 
chandise trade deficit exceeded this overall 


Pe tio PORNO” Year improvement in the current account balance, as 
there was an offset to the extent of a third from 
millions of dollars the widening deficit in the service transactions, 
Merchandise exports advanced 25 per cent from 
United States: $3,526 million to $4,415 million, while merchan- 
WOG6 ....<.ccs - 590 - 605 - 191 - 644 - 2,030 dise imports increased about 8 per cent from 
US OW ernest ae - 582 - 520 + 53 - 330 - 1,379 $4,106 million to $4,451 million, The merchandise 
BIOS. . atalin's ws os Bali Z81 trade deficit was accordingly cut from $580 
million to $36 million between the first hal£- 
United Kingdom: years 1967 and 1968. Shipments to the United 
HOGG sc... cen = 106 4+ 210 + 101. + 108 +4.°° 495 States of automobiles, trucks, automotive parts 
By Gian, Sess Tei Tt eLOSet MSs e163 4) F484 and equipment rose substantially, accounting 
OID fo a's, onscetensrs + 118 + 123 for more than 40 per cent of the total gain in 
merchandise exports. Shipments of iron ore and 
Other countries: fabricated steel materials were up well over $80 
ORG so. eG arog lt het aos) 4 TOR Ee  -LA3 million in the first 6 months of 1968 in part in 
BEA te roe) ake +123+132+ 61 + 36 + 352 anticipation of a possible strike in the United 
PO ec en ss + 94 + 161 States industry. A rise of nearly $50 million 
in the exports of copper alloys likewise largely 
All countries: originated from a prolonged strike in the United 
an 387 —838044 ©3533 w- 428 = 15162 States. Large gains in exports of some other 
LOOT) 2 Ceased - 334 - 280 + 202 - 131 - 543 non-ferrous metals, including aluminum, nickel 
Bene. test... S539 04 3 and silver, were also recorded. Deliveries of 


crude petroleum, natural gas and related products 
advanced roughly $50 million in the first half 

of 1968. Shipments of lumber to the United States 
; rose nearly $50 million, and those of pulp and 
Newsprint increased more moderately. Exports of a variety of other commodities, including whisky, 
fertilizers, aircraft engines and parts, were higher in 1968. Exports of agricultural implements, in 


particular harvesting machinery, were however curtailed, due in part to a lengthy strike against a major 
Canadian manufacturer. 


A 5 per cent decline in non-merchandise receipts from $1,003 million to $952 million combined 
with an 8 per cent rise in these payments from $1,525 million to $1,648 million caused Canada's 
"invisible" deficit with the United States to widen by a third from $522 million to $696 million. Tra- 
vel transactions, to which references were made before, accounted for $111 million or about 64 per cent 
of the deterioration, The addition to net Payments of interest and dividends accounted for another 
40 per cent of the enlargement in the non-merchandise deficit. The changes in the balances of the 
other items in this group were fairly small and contributed to a moderate net reduction in the deficit. 


If the credit representing new gold production available for export is excluded, Canada's 
current account deficit with the United States in the second quarter of 1968 was $310 million. Capital 
Movements between the two countries produced a net inflow of $205 million as long-term inflows in- 
creased by $296 million to $370 million and short-term outflows fell by: $2/9 million.to $165 million, 
In sum these transactions with the United States gave rise to net payments by Canada of $105 million, 


Total current and capital receipts by Canada from transactions with the United Kingdom and 
other overseas countries rebounded sharply to $696 million from a low $56 million in the previous 
quarter. The favourable current account balance increased substantially. However, the most significant 
factors were the increased long-term capital inflow to $327 million and the $262 million swing in 
short-term capital movements to a net inflow of $85 million. Significant in these latter movements 
were transactions associated with the net foreign currency operations of the chartered banks. 


The $591 million difference between the net receipts from overseas countries and the much 
smaller payments to the United States together with the gold production available for export of $29 
million are both reflected in the $620 million rise in official holdings of gold, foreign exchange and 
IMF balance less the reciprocal swap facility with the Federal Reserve System, 
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Canada's Bilateral Accounts with the United States and the Rest of the World 


1967 1968 
1966 1967 = 
It ©, IIE, HOTETE Oy INN) 0, iO) TG 
millions of dollars 
Transactions with the United States: (1) 
Current account balance ....... Seeace  eelel St = 1490 >= 614. =548" "+2027 arena o0 - 484 - 310 
Capital movements in long-term 
KOLIMS mete te revertietereteterensite DRO AD OTRO mae Jue Pseiel st Ava) eS Sy Re OY, Ge Qe Sy AOI + 74 + 370 
Capital movements in short-term 
forms coereoeowr ee ewer oe eee eee w eee eee eeoee ‘as 179 hat 891 + 61 - 158 - 538 - 256 - 444 - 165 
WOES Soogo ccd OOO Sec ceesr eee e Poel, 098 p=) Del 5S = Fa 23 aee= 499 0a 2 ara - 854 - 105 


Transactions with the rest of 
the world: 


Current account, balonce’ JI... ..ccese + 6 O00 “ee “S30 mero 240 Ser 240g 140 aie + 212 + 284 
Capital movements in long-term 


OIE Godaduodoodang do SHO GDOUOUC ono == LV? 4p D229 i 845 Oat O49 ea ee 04 +o 21 Soi 
Capital movements in short-term 

EG CS eae etal Wes tesate ot eve scete el «east etoravere ete orn 79 + 113 - 17 +128 + 91° = 89 ~ L 77. “Fees 
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Gold production available for 
Chores. adiaclonoocoG 00D es ocoonowOe Sateeee. at 127 + i te Bye ch eS A EAS + 33 + 29 


Official monetary movements(2) ....... 5 S) ap PSs" lS 5 6354 er 8560 Te 29. - 765 + 620 


(1) Excluding gold production available for export shown separately below, 
(2) Change in holdings of monetary gold, foreign exchange and net balance with the International 
Monetary Fund less reciprocal swap facility with Federal Reserve System. 


Canada's current account surplus with the United Kingdom rose $8 million to $241 million in 
the first half year 1968. Total exports of goods and services increased $11 million to $792 million, 
while the rise in total current payments was even smaller - from $548 million to $551 million. The 
slight gain in the current account surplus originated from an 8 per cent increase in the merchandise 
surplus from $253 million to $274 million, reduced by a widening of $13 million in the non-merchandise 
deficit to $33 million. Small individual increases in the shipments of iron ore, nickel, pulp, and 
newsprint together with other offsetting changes contributed to raise merchandise exports from $601 
million to $614 million. Merchandise imports of $348 million and $340 million for the first halves 
of 1967 and 1968 respectively were in total little changed. A moderate rise in the travel deficit and 
a small reduction in net receipts of migrants' funds and inheritances with a partial offset of a smalle: 
improvement in the freight and shipping balance brought about the $13 million increase in the non- 
merchandise deficit. 


In transactions with other countries, a reduction of $71 million in the merchandise trade 
surplus and an identical reduction in the non-merchandise deficit had the effect of maintaining the 
current account surplus at $255 million in the first halves of 1967 and 1968. As Canada's current 
account deficit hardly changed with the other OECD countries in Europe, the increase in the current 
surplus with the Rest of the Sterling Area and the decline in the current surplus with the remaining 
countries were practically offsetting. The sharp improvement in the non-merchandise balance with 
the Rest of the Sterling Area was derived largely from the reduction in the official contributions. 
The prominence of wheat in Canada's foreign economic aid was translated as well into the reduction of 
merchandise exports to the Rest of the Sterling Area. Wheat shipments were down on balance to the 
remaining group of countries with decreases to the U.S.S.R. and some other Eastern European countries 
and to Japan, but deliveries to Mainland China were more than 25 per cent higher in the 6 months of 
1968, Exports to a number of countries in Latin America including Puerto Rico, Mexico and Brazil were 
higher, but shipments to Peru were lower significantly. A rise of some $60 million in the imports of 


eit. 


crude petroleum and products from Venezuela accounted for a sizable proportion of the total increase 
in imports from the group of remaining countries. Imports from Japan and Mexico were also higher. 


Capital Movements 


Summary 
a <<.) 57... aS lo Os 
1967 1968 
Item 1966 1967 
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millions of dollars 


Capital movements in long-term forms .... + 1,061 + 1,339 +277 ~+.256 +9301) “+ 505 e957 697 
Capital movements in short-term forms ... - 258 - he] Son vertpestas m3) tat Ly Je yan 345 - 621 - 80 
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Official monetary movements(1) .......... - 359 + Ios 3} 


(1) Change in holdings of monetary gold, foreign exchange, and net balance with the International 
Monetary Fund less reciprocal swap facility with Federal Reserve System. 


In the first quarter of 1968 the fabric of the international monetary system, especially the 
Major reserve currencies, continued under severe pressure, Canada, as an active participant in both 
the international capital and short-term money markets was not immune from the effects. Nearly all 
types of Canada's long-term and short-term capital transactions with other countries reflected them. 
With the resolution of some of these problems, and a move in speculative attention away from North 
America, Canada's capital transactions with other countries in the second quarter of 1968 again 
mirrored the changing situation. 


The swing of $1,143 million in capital movements between the first two quarters of 1968 
reflected outflows of $526 million in the first quarter which were more than offset by a $617 million 
inflow in the second quarter. The increase in long-term inflows contributed $602 million to this 
change while the fall in short-term outflows accounted for $541 million. The second quarter current 
account balance was again relatively strong and resulted in a surplus of $3 million so that the balance 
of current and capital account transactions produced an increase of $620 million in official monetary 
assets, 


While the data for 1968 are still subject 


Capital Movements in Long-term Forms to the possibility of significant revisions as 
more sources become available, the emerging 
Adjusted to reflect picture of the capital flows in this period stands 
Period pocoal timing of security out in sharp contrast to that for the second and 
SELON offerings third quarters of 1962. In that period while 
the effect of pressures and their subsequent 
millions of dollars abatement could be seen in most types of capital 
flows, the swing in the capital account balance 
LS ee + 1,061 + 860 between the two quarters (of about $1,000 million) 
Roses. .... ave + 1,339 + 1,587 included a change of about $450 million in bank 
balances and other short-term funds abroad and 
1967 One + OFT ft 330 about $300 million of other flows in short-term 
pe Ole. =} 256 ae 360 forms. The swing of $1,143 million from the 
JEIL IE OLAS + 301 + 460 first to the second quarter of 1968, however, 
Ve Qiies + 505 tb EG] included only $175 million in bank balances and 
other short-term funds abroad, and $366 million 
1968 a iais.< + 95 oa 161 of other flows in short-term forms. While a 
LT .Q O91 en. 20 substantial growth in the second quarter of sales 


of new issues to non-residents contributed in an 
important measure to the overall swing, the 
apparent decline in the role of private exchange 
holdings is noteworthy. 


In addition to inflows from the sale of new Canadian issues those for direct investment in 
Canada contributed significantly to the net import of long-term capital in the second quarter. The 
main outflows arose from retirements of Canadian securities held abroad and Canadian net purchases of 
foreign securities. Sales of new issues of Canadian securities are taken into the balance of payments 
at the time of delivery. Deliveries from offerings in previous quarters were relatively high in the 
second quarter. The effect of adjusting actual long-term capital inflows to reflect the timing of 
security offerings is shown in the accompanying statement. 


Capital movements in short-term forms led to a net outflow of $80 million, some $541 million 
less than in the first quarter. A reduction of Canadian holdings of foreign currency bank deposits 
and other short-term funds abroad resulted in a significant net capital inflow while reductions in 
non-resident holdings of Canadian money market instruments, mainly Canadian finance company paper, 
occasioned a somewhat smaller net outflow. The principal net outflow was, however, recorded in the 
category "all other transactions" which includes changes in loans and accounts receivable and payable. 


The net spot holdings of foreign currency assets of the Canadian chartered banks vis-a-vis non- 
residents rose, on a transaction basis, by $9 million in the quarter while those with Canadians rose 
by $68 million, to produce an overall increase of $77 million. Claims on and liabilities to residents 
of the United States rose by $204 million and $38 million, respectively, while corresponding increases 
of $40 million and $197 million were recorded with residents of overseas countries(1l). Foreign currency 
claims on and liabilities to Canadians were reduced by $22 million and $90 million, respectively. Thus 
the net increase of $77 million reflects increases in net assets of $166 million and $68 million with 
residents of the United States and Canada, respectively, and a decline with residents of overseas 
countries of $141 million. These figures cannot be identified separately in the balance of payments 
presentation in this report but form elements of several of the items. 


Direct Investment 


The net capital inflow for direct investment in foreign-controlled enterprises at $190 million 
in the quarter under review was up sharply from the unusually low level of $5 million in the first 
quarter of 1968 when some recourse was probably made to temporary financing from domestic sources. 
About two thirds of the total came from the United States and one-sixth each from the United Kingdom 
and other countries. Manufacturing and mining received the bulk of this inflow of which almost one- 
fifth was earmarked for the purchase of already existing plants rather than new capital formation, 
or changes in working capital. 


An inflow of $15 million resulted from the net disinvestment of Canadian direct investment 
abroad, a swing of $100 million from the record $85 million net outflow of the previous quarter. This 
swing was reflected in most industrial sectors. Geographically, refluxes of investment came from the 
United States and the United Kingdom while net outflows continued to other countries. 


Security Transactions 


Transactions in portfolio securities between Canada and other countries during the second 
quarter of 1968 gave rise to a net inflow of $496 million, an increase to over 2 1/2 times the $175 
million inflow for the first quarter. A net increase in non-resident holdings of Canadian issues led 
to a $615 million inflow compared with $244 million for the first quarter. Every category of trans- 
actions contributed to this large increase, however, the higher level of new Canadian issues provided 
the major part. Net purchases of foreign securities moved up over 70 per cent to a $119 million out- 
flow in the second quarter from a $69 million outflow for the first quarter. 


Sales of Canadian new issues rose sharply from $408 million to $711 million largely on the 
strength of increased borrowing from European sources. Since World War II Canada has derived over 90 
per cent of its international capital financing of new issues from the United States. However, over 
the first half of this year, there has been a strong movement by Canadian borrowers to the European 
capital market due to a number of factors, First, Canadian borrowing in the United States capital 
market despite Canada's exemption from most United States balance of payments measures, has become 
increasingly difficult due to the relative saturation of the United States capital markets after several 
quarters of exceptionally large placements of Canadian new issues; second, the Euro-bond market over 
the past few years has rapidly developed into an efficient and co-ordinated source of funds partly in 
response to the pressure of the capital needs of overseas subsidiaries of United States firms; and 


(1) Gold holdings of the Canadian chartered banks are included with their claims on residents of 
overseas countries, 
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third, comparable costs of borrowing in relation to the United States (aside from differing foreign 
exchange risks). The Canadian issues placed in Europe have, in general, two features. The bulk are 

not of the typical Euro-bond type, but are essentially private loans borrowed from financial institu- 
tions in one country, denominated in its own currency; and second, they are medium-term and to date 
only one issue matures after 1973. This borrowing has increased from about $20 million in the fourth 
quarter of 1967 to over $60 million in the first quarter of 1968 and almost $300 million in the quarter 
under review when Government of Canada issues were prominent, The currency distribution of these issues 
placed in Europe in the second quarter were about $153 million in deutschemarks, over $108 million in 
other European currencies and more than $30 million in United States dollars. 


Portfolio Security Transactions Between Canada and Other Countries 
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millions of dollars 


Canadian securities: 
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Foreign securities: 
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New Issues of Canadian Bonds Sold to During the second quarter non-residents 
United States Residents purchased $225 million (expressed in Canadian 


funds) of Government of Canada new issues. There 


ee eee ? 
were placements by the Government of new issues 


Offer- Das Un- in Germany, Italy and the United States - the 
Period ings liveries delivered(1) first new issues placed abroad by the Canadian 
Government since the foreign exchange crisis of 
millions of dollars 1962 and its aftermath. New corporation bond 
issues more than doubled to $231 million while 
M66 § ci. .: i 1,156 1,357 122 new issues of provincial governments moved down 
| i J 1,448 1, 200 370 to $180 million from $240 million. 
1967 ro h 348 295 175 During the second quarter of the year 
TESOr as 378 274 279 trade in outstanding Canadian securities produced 
ELTON os 418 259 438 a net inflow of $23 million, a swing of over $60 
TVEOs 304 372 370 million from the first quarter outflow of $38 
million. While there were net repatriations of 
1968 COT 398 332 451 $11 million of Canadian bonds and debentures, 
TT OMe, 360 431 380 these were more than offset by the $34 million 


net sales of Canadian equities. 
(1) At end of period. / 
Second quarter retirements of Canadian 
securities held by non-residents remained at 
approximately the same level of $119 million compared with $126 million in the previous quarter. 
Retirements by municipal governments and corporations fell somewhat, but this was offset to some extent 
by the increase in retirements of Government of Canada direct and guaranteed issues. 
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The net outflow for purchases of foreign securities rose to $119 million from $69 million in 


the first quarter when there were large liquidations of the Government of Canada's holdings of bonds 
of the International Bank for Reconstruction and Development, Net purchases of outstanding foreign 
securities increased to $116 million from $55 million while Canadian purchases of foreign new issues 


decreased to $10 million from a high $23 million occasioned by a new I.B.R.D. bond placement in Canada, 


Retirements of Canadian holdings of foreign securities remained approximately the same as in the 
previous quarter. 


Other Capital Flows in Long-term Forms 


Intergovernmental loan disbursements by the Canadian government, all under the development 
loan program, totalled $8 million in the second quarter of 1968. Geographically all but $1 million 


went to Commonwealth countries. Repayments of principal on earlier loans aggregated $2 million. There 


were no further subscriptions to international institutions. 


Detail of Long-term Capital Transactions n.i.e. 
Item D13 


Export credits (1) 
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(1) Medium and long-term export credits extended from Canada directly or indirectly at risk of the 
Government of Canada. 


After five successive quarters of significant net inflows, transactions during the quarter 
arising from the financing of exports directly or indirectly at the risk of the Government of Canada 
led to a small net capital outflow. Increased advances related to wheat exports accounted in large 
part for this swing. 


All other transactions in long-term forms led to a net inflow of $3 million which comprised 
large and small flows in both directions. 


Capital Movements in Short-term Forms 


The net outward flow of capital in short-term forms fell sharply to $80 million in the second 
quarter of 1968 from the first quarter's extraordinarily high level of $621 million. Reflecting both 
international and domestic factors, short-term interest rates in Canada as measured by treasury bill 
yields, remained for most of the second quarter at or near the peak established at the end of the 
previous quarter. A marked decline was evident in the latter part of March as yields dropped almost 
30 basis points. The yield differential between Canada and the United States narrowed sharply over 
the second quarter by some 50 basis points mainly due to increases in the United States rate. This 
factor was more than offset for most of the quarter, however, by the easing of forward pressure on the 
Canadian dollar and the consequent reduction in the discount on the forward Canadian dollar. 


Non-resident holdings of Canadian dollars fell by $4 million in this quarter. Canadian dollar 
deposits and Government of Canada demand liabilities were reduced by $2 million and $3 million, 
respectively, while a $1 million increase in non-resident holdings of Canadian treasury bills was 
recorded, 
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On balance Canadian holdings of bank balances and other short-term funds abroad (excluding 
official reserves), which had risen by $788 million in the Previous nine months, dropped by $49 million 
in the quarter. Holdings of swapped deposits which had been officially discouraged late in the first 
quarter, fell steadily throughout most of the quarter from about $750 million at the beginning of April 
to $350 million in mid-June when the guideline discouraging Canadian participation in these instruments 
was withdrawn. Canadian holdings of swapped deposits at the end of the quarter totalled $580 million. 
In contrast resident holdings of other foreign currency deposits continued rising throughout the quar- 
ter. The heavy volume of new Canadian issues sold abroad contributed to this increase while the rela- 


tively high cost of forward exchange cover encouraged some Canadians to hold spot foreign exchange for 
future use. 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 


>>> == nn eee ee ee eee eee 


1967 1968 
Transactions with all countries 1966 196 ee a 
© EL tQugi Tiny 3TVn0 Je (0) 1m ne) 


millions of dollars 


17.1 Bank balances and other short-term 
funds abroad (excluding official 


TPESCLVCS) Mette eles sietwicre ccs DLonereter ener ers 4 - 601 - 286 Tee tr ae) = OL is Gs 354 - 126 + 49 
17.2 Canadian commercial paper, etc. ..... - + 11 - ns, URIS awags ceed Ogle Cameos Gl See ge ca gee Be 
17.3 Canadian finance company paper ...... - 4 - 54 SE gt ee Ee LG = ib = Sie 
17.4 Canadian finance company obligations, 

Bitatlte de 1s sntisicceheycreis ‘or evexe. 4 enoba eked aivaoye she 5 Se re a eel eet el ee Ol, te - 7 - 6 
PeopAtl.other transactions(1) ...e0.ecee : se 1bGys) - 507 SOE VSI TSS Sr ike - 460 - 64 

TOUsLatLCem Dn ld) ige 06 bes wie < «see eae - 258 - 802 SL SPE Owe HD 2 = SOL - 647 - 76 


(1) Includes changes in loans and accounts receivable and payable, and also balancing item represent- 
ing difference between direct measurements of current and capital accounts. 


International transactions in Canadian finance company paper (including that of the financing 
subsidiaries of manufacturing and retail enterprises) led in the second quarter to a $38 million net 
outflow. This was augmented by a $6 million net outflow as a result of transactions in other finance 
company short-term obligations (which include borrowings from foreign banks and advances from parent 
companies). In addition there were other finance company tramsactions not identified separately which 
have been included with capital movements in long-term forms, notably in new issues and retirements of 
Canadian securities. Taken in total, non-residents decreased their claims on these companies in the 
second quarter by about $45 million. International transactions in Canadian commercial paper (inclu- 
ding bankers' acceptances) resulted in no net movement while net sales of other short-term paper (in- 
cluding notes of banks, mortgage loan companies and provincial and municipal governments) produced a 
$17 million inflow. 


All other transactions led to a net capital outflow of $64 million. Reduction in intercompany 
accounts payable and other short-term liabilities contributed significantly to this flow. 


Official Holdings of Gold and Foreign Exchange 


The intense speculation against the Canadian dollar which had occurred in the international 
exchange markets eased after mid-March. In the second quarter the focus of speculative attention 
Switched somewhat away from North America. Borrowings by the Government of Canada in Germany, Italy 
and the United States helped to replenish depleted foreign exchange reserves, The favourable trade 
Pattern further encouraged confidence. With the build up in reserves Canada, in June, repaid US $125 
million of the US $250 million borrowed in January under its reciprocal swap facility with the United 
States Federal Reserve System and reestablished a net position in the International Monetary Fund 
equivalent to US $121 million. The Canadian dollar increased steadily in value on the foreign exchange 
Markets throughout the quarter and for most of the period traded within the permitted one per cent range 
above its official par value in terms of the United States dollar. 
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Reflecting the confidence engendered by the strong reserve position the Minister of Finance 
withdrew, in mid-June, his request to Canadian investors to refrain from entering into or renewing 


swapped deposit transactions, 


Under the new international arrangements with respect to gold reached in March, 1968 it should 
be noted that new gold production is no longer taken into Canada's holdings of official monetary assets, 
Pending the establishment of new statistical conventions, Canadian gold production available for export 
continues to be reflected as a ‘current account credit. Any unsold stocks are treated as official non- 
monetary external assets and changes in them are reflected as capital movements with countries other 


than the United States. 


On June 30, Canada's official holdings of gold and United States dollars were US $2,574 million, | 
an increase of US $330 million in the quarter. In addition the restoration of Canada's net asset 
position in the International Monetary Fund and the partial liquidation of the liability to the Federal 
Reserve System, as mentioned above, involved amounts of US $121 million and US $125 million, respective- 


re 


The quarterly change expressed in Canadian dollars showed an increase in official holdings of 
gold and foreign exchange (including working balances of sterling) of $355 million. The increase in 
the I.M.F. balance amounted to $130 million while the reduction of the assistance received under the 
reciprocal currency facility with the Federal Reserve System resulted in a payment of $135 million. 
In total these transactions reflect a $620 million increase in Canada's official monetary assets. 


The following statement provides data on foreign exchange rates and certain reserve items: 


United States Dollar in Canada Official holdings Net balance ; 
: Reciprocal swap 
of monetary with Inter- Lae ; 
. en gal sea ee ee ae EL Sea ; facility with 
Period gold and national 
F Noon United States Monet reser ple sae e 
High Low Close ey System 
average dollars Fund y 
Canadian cents millions of United States dollars at end of period 
wOGT) T@) 108.34 IO HES) LO) 5725) 108.07 7» AOS, 468 - 
PLO es PLUS iS 4: 107.88 OWT 108.16 269 452 - 
WEIL WO) ay Osh KONG, OMA 4 HOTS TOW 363 Dp, Jagedh 454 - 
WY 10) Gio. TOK a Is} NOW, 2S 108.06 107.61 2,268 433 - 
1968 JE Olio ANOS) (0x0, 108.09 108, 28 108.56 Des - - 250 
HD OQ) go  WO2. 25 107.50 107.59 HOWSS B'S Te IAL - 125 
MNouell og NOs 7S 108. 84 LOWS 108.01 2,416 - - 250 
MEN Boog IkOz/s i NOs WL 107.84 WOH TE, 25,695 - - 250 
DOHC se LOT. OL TOW 50 107.59 HOWAGS Phe Sy Tf LU - 125 


Note: The total of exchange holdings does not include holdings of the Government of Canada at June 
30, 1968 of $114 million of medium-term non-marketable securities of the United States 
Government, acquired in 1964 in connection with the Columbia River Treaty arrangements. 


Canada's Accounts with the International Monetary Fund 


Canadian liabilities = IMF holdings 


Soe eT of Canadian dollars 
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1 
Transactions Transactions nena = 
Period Subs- ? Net drawings Sales of Total balance 
me eer Baas crip- ab a abies (-) of Cana- Canadian liabi- with 
P- tions g dian dollars dollars lities IMF (1) 
tion (GAB) q currencies ; th to IMF 
(Quota) oe by Canada Tea rene i 
_& _loans countries for gold 
millions of United States dollars 
1947-1965 » 500 50.0 600.0 OW aS yh. 3 - 331.7 dhs) 246.6 So sn 4 
MO GON as or0.s 190.0 79030 yep. 5) = Bil a Sybil, 5 448.5 
BOWEN. 6... 5 <7 50) Ho eaO =) £530 eet 341.6 433.4 
1967 it @ 790.0 - 20.0 BZD 468.5 
TEI, =a: OF (7/80 = 155.0 IWy.5 il 32216 452.4 
iL ©) 7150 - Ales) B21 ANS) 3} | 
IV Q Lia O XO) 53 341.6 ASO: 
1968 1, 10) = 5). 0) /402 0 et 2}5)5.0) 426.0 723 739 a9 One 
Li O 740.0 = AAO) 618.9 1 atl 


(1) This is a cumulative measure of the net resources provided by Canada to the IMF including loans 
under the General Arrangements to Borrow(GAB). The Canadian dollar equivalent of the change 
appears as item H2 in the balance of payments statement. Canada's net balance with the IMF, when 
positive, represents its reserve position in the IMF. This may be drawn by Canada virtually 
automatically on statement of balance of payments need, but Canada would then be under an obligation 
to restore its net balance to 25 per cent of its quota which is currently $740 million, i.e. to 
$185 million. 

Note: The statement is expressed in terms of United States dollar equivalents in accordance with the 
IMF practice. Since members are obligated to maintain the gold value of the IMF's holdings of 
their currencies, from time to time there have been adjustment payments between the IMF and 
Canada in Canadian dollars arising from changes in the exchange rate. These transactions are 
not reflected above because the series are shown in United States dollar equivalents, and do not 
appear in the balance of payments statements because only the change in Canada's net asset is 
shown. The adjustment transactions affect the Public Accounts of Canada. 


Revisions 


The estimates for 1966 and 1967 have been revised following the customary practice of pub- 
lishing revised benchmark estimates in the second quarter report. Unlike the sizable amendment to 
merchandise imports for preliminary 1966 estimates made public a year ago, the present revisions to 
1967 are concerned more with non-merchandise transactions, including interest and dividends, freight 
and shipping and miscellaneous current transactions, notably business services. The revisions were 
in part attributable to an underestimation of certain service transactions generated by Expo 6/7 and 
from institutional changes entailing higher service charges by non-resident parents to Canadian sub- 
Sidiaries. The exploitation of new sources of information as well as more complete data contributed 
to the amendments. The current account deficit for 1967 was revised upwards by $118 million as a 
result of an addition of $140 million to current receipts and of $258 million to current payments, 
The amendments made to the 1966 estimates were smaller. 


Direct investment, trading in foreign securities and miscellaneous short-term capital movements 
were prominent among the revisions to capital transactions. It should be noted, however, that these 
revisions to 1966 data so far encompass only direct investment and securities, and that any necessary 
changes to the remaining capital items will be published in the next issue of the report. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1968 are preliminary and data for 1967 are subject to revision 


I tT TLIET8 IV ib 
No. 
7 millions of dollars 
A Current receipts: 
1 Merchandise exports: (adi Usted) s.asts eae eet eee en eet DD DDS) BASOP 2,695 2,806 2,609 
3 Golde productonravarlablemonmex port merc. aes ceeee eee enna 34 29 Se Su 3D 
4 SINP AsV Cla CX CR GREE OSes ete eee ee cane eee rec Ft coat See ee ee 74 183 455 128 82 
3) INGETES tran Gu GEVLGENn dS) feeress seen ene asa Se een Cane tee 70 79 55 114 70 
6 POPOL @ Tite ar CESIUM ete feces Sareea oe nee rae ane 156 185 210 207 181 
7 Hal aVex cities yaVOXes 2b aol sbqueMeyeaeet GAS! SIDUONG (Sion ya econ teres Bastar geaeeeontnansdcesna 44 Halt 86 67 60 
ial AIRGtWErs CUTFEMb STO COMDUS: eens ccc tee eee ee ee ee 185 187 195 192 DAdge 
12 Total-currentireceiptss =. eee eee ee ee 2,786 36 336 Br728 SAE 3,248 
B Current payments: 
1 Merchandilsenimpontsucady Sued) wesw em eee a ae eee earnest eos ere 2AM DAG BETA 2,/66 2,5 1 
4 SUPE CUE OSD CLIGILULLNC Semmens ene eee nee nree ee ame ene Miah dale otertte 191 239 SUS L55 209 
5 Vi aQeSS RSG EDGE OULU CUS NOK) oss css cence ceteie ceva a on chretsadee- toi caecntnar one bneecebohanniote 246 250) 230 414 249 
6 Japan isa auecket ol leach abtioyoyipatlse eel copes aes carpet a tneeeme ne ape iY Se eed perce 168 Pile 225 2S 187 
7 SG oWeiedueeN OXeIS) ENOUCL CLCUDUeABIANES)> SAUDONCIES ce ccneccntrcw seen coen cosnccu enciaeoore ageneteeo oth 36 44 60 58 42 
9 Oficial contr outtOns cto ee ee le ee ee re ee es 33 18 82 eis) 52 
11 AI AObMer Cummneniberd cyt Ont Siu aeseeeteet eeepc ieee ee gece ee 286 302 Sulil 330 332 
12 Total curr entspaymentsi nc eee ees eee ee SLES BS VANS 3,695 SOE 3,582ae 
C Current account balance: | 
1 MenchanGs Gc bra dente mse eetctc cae cts eaten Rate eee teers ce een eee + 10 - 49 + 223 + 40 + 98 
2 Opler transactions exe UCI so. O mee mn cee tere ene teense reer gree - 364 a us) = ioe - 435 = 380 
3 Offi cralcomtripiuGlonS ie wee: cece te etre ceeee een ences a acre ences Be) SKS =. 89 =P 33 = 52 
4 G Afi y sf pletely ire es Met oR te eke anita 2. Meretcke Mila ats fhe Drecmec ee Nl By SG) betes «- £28 - 334 
D Capital account: 
Direct investment: 
1 DAUR Lacy SRN oAsd oe AN oY CORT OVNG Che seas rmeaee ceed eh nets Cha Pep cement omen eddawetire + 134 an AOS} + 151 + 222 + 138 
2 DIMCCEATUVIESUMLCH bral O Che a eer rer rece ote ee caer come ce tear Se yp) = Xo) + 80 = 34 - 30m 
Canadian securities: } 
Bal Trade in outstanding bonds and Gebentures o..ccccccecceccsecesescessereeees = il = 25 = 32 - 15 - 105) 
See Trade in outstanding common and preference StoCKS ooeeccesceeeceeeess = ath - 44 - 34 - 4&4 - §3 
4 INGWa TS Sie Cake te ee teed ela in tc POE pend Nec er Rte a Re + 577 + 357 + 303 + 228 + 3179) | 
5 UC ULRGMTOINGSY 5 eeecanc ceo ss oan cae rt rab eewaeteas cae nore een pcr mes evar ae oe Pee =a = WS SST S WSHy - 5m 
6,7,8 RE OTETETIEG CCUT GC Ca reseetee ceree aare a eRe, Re oie ett eee e eel LO = 126 = INOS =) oS = Jo 
Loans and capital subscriptions by Government of Canada: 
9 ENG AT NGO Ce em a lg eke EO Sve RIN Se el we x - 6 - 3 - 9 = aeel/ - 3 
10 ES ETOEL VION END Wisse os Osea CACl chat peer epee ne + 2 + 2 aa 1 + 19 + 11 | 
11 Columbia Tie TReat ys iG te: sce ce dew dce eee ee pen eee ee - - - + 32 - 
3 Mone-vem Gapitalsransachronsel 1 eee cere ee + 1 + 44 am i = 2h + 39 
Change in Canadian dollar holdings of foreigners: 
14,1 DiS DOSLUSE ere crt oe ie aieins: aL Ta ate SCS ae ee ee ee - 15 - 8 + 21 + 12 + 48 
14.2 Government of Canada demand liabilities o.oo... ccescccesceesseeeeeeee - 6 - 2 Ar 5 ar 8 a om | 
14.3 Can adianmureasuinyaDil ll Sumecc ee ease eee eee eee a oe = 8 - + D - 9 + 15m] 
17 Other capita lomovemem isu ee oem ear ek meee et ere ee ee eee key + 59 - 385 sie PASS) - 
| 
E Net capital movement (excluding monetary items shown below) in: : 
1 Lonedem fomms.(D) tosbis) . esa ee + 465 + 214 + 239 + 143 + 277 | 
2 Shorttemn forma,(DI4 to. 14) snd aca eet ee. SoS + 49 - 357 + 266 + 44 | 
3 S71 ARs trees oe Oe nvr aT ait a ee RERUN ion. oem Cl +249.  +:263 «118. soaaee + 320 
i 
H = C+E| Official monetary movements in the form of: | 
1 Change in official holdings of gold and foreign exchange .............- - 166 - 181 - 105 - 10 ~ 2a 
2 Change in net International Monetary Fund position ..cccccccccccsscccesesees + 28 + 64 + 20 - 9 + Ze 
3} Reciprocal swap facility with Federal Reserve SYSteM ceececcececcssesees = - ~ - E* 
Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 
A i} Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 


B 1) the annual reports on ‘‘The Canadian Balance of International Payments’’. 


A 11\ This item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, 
B 11) insurance transactions, and business services. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1968 are preliminary and data for 1967 are subject to revision 


1967 1968 Annual totals Four quarters 
LL Le | aa an ended 
eT TULA IV it IE 1966 1967 June 30, 1968 < 
0. 
millions of dollars 
A 
3,018 Pes ih Os} 3,057 3, OL9 3,541 KO), SAS ILI Shi) WE, SAO, il 
28 26 26 33 29 WAT 2 114 3 
346 708 168 719 235 840 1,304 OO 4 
=) 61 110 68 79 318 294 318 5 
216 222 226 200 236 758 845 884 6 
96 106 US 57 102 268 SIS 340 fl 
£93 202 197 187 193, 729 806 779 11 
5, 990 4,028 5,659 3,643 4,415 13, 396 15,085 15,945 12 
B 
B,0L2 Ze Oy], 2,766 25739 35479 MORO? 10,906 11,345 1 
230 278 160 209 243 900 877 890 S 
212 270 399 292 SHS) 1,140 1,190 e210 5 
DSW DEys\ 22, 201 244 823 884 910 6 
47 65 Sy, 41 48 198 AALS) Zyl 7 
80 20 PDs) 14 Sie) 166 181 102 9 
SByf 343 345 342 344 Ly Zee, Ib yf 7) loys 11 
4,230 3,826 3,990 3, 882 4,412 14,558 026 16,110 le 
C 
+ 6 + 86 +291 + 236 + 362 sp Pads 401 ce YS 1 
- 206 ae) Ske - 393 - 461 - 320 =e 22.0 = 843 - 1,038 2 
- 80 - 20 9 - 14 = ah) - 166 . 181 - 102 3 
- 280 qe 202 - 131 259 ae 8 ~ L162 - 543 - 165 4 
D 
+ 164 + 143 ae LYS of eS +) £90 + 710 + 620 foils 1 
2 = 045) - 28 =. 585 ae lS - 5 - 90 - 123 2 
a 22 - 10 - 14 =~ a 2 - 104 - 56 - 88 Sel 
- 17 a 1830, ap Bye a> + 34 - 136 <r 12 ee GSM 3.2 
=p Zam + 274 + 418 + 408 ae iil + 1,465 + 1,300 ae dhe teilal 4 
- 131 - 48 - 101 - 126 - 119 - 499 - 338 - 394 5 
- 70 - 142 = 132 - 69 - 119 - 401 - 418 ~ 462 6,7,8 
= s - g) = 2S =. 10 - 8 - 35 - 38 - 50 9 
2 tL + 20 2 2 oF 24 aF 34 ss 25 10 
- - + 44 - . + Sy 25 44 + 44 11 
+ 49 + 8] +. 96 + 8 ap =e 10 + 269 + 191 13 
= 59 + Of +) 28 + 7 - 2 + 10 ar 24 ar 40 14.1 
= / ~ 2 ll - 4 - S) + 5 - 4 ate 2 14.2 
a 6 oa Fi - 2 + 23 1 - Ib: ae 4 a5 5 14,3 
28 - 435 - 382 - 647 - 76 - 258 - 802 - 1,540 17 
E 
256 + 301 0D + oo + 697 + 1,061 + 1,339 + 1,598 1 
- 30 = 447 ~ 345 = 621 - 80 Shee wets mit IC - 1,493 2 
226 - 146 + 160 - 526 + 617 + 803 + 561 + 105 3 
H=C+E 
= 3/ ap DS ap pl Bye ss ap 233)5) - 462 3E 34 + 438 1 
= il7 apa - 22 - 471 + 130 + 103 - 16 - 362 2 
“ : ‘ ere + 135 - - ~ “136 a 3 


Notes: D A minus sign indicates an outflow of capital from Canada. 
D 1,2 Exclusive of undistributed profits. 


D 17 This item includes mainly changes in private and chartered bank holdings of exchange, international money market 
transactions, loans, and changes in open account commercial indebtedness. It also includes the balancing item 
representing unrecorded capital movements and errors and omissions throughout the accounts. 


H 3Aminus sign indicates a receipt by Canada. 
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The basic historical record of the Canadian quarterly Balance of Payments with all countries 
(including bilateral transactions) may be obtained from the following publications. 


Catalogue Number aewe Price per copy 
67-505 "The Canadian Balance of International Payments - A Compendium of 
Satis plese from eLO4On tomo 65 lean hore O4 OmCOnsLO OL: menthol telers scuba 04st $2.50 
67-201 "The Canadian Balance of International Payments 1963, 1964 and 1965 
and International Investment Position", for more detailed infor- | 
MEEMOI 6 560006 Ge ad6006 GOOCOCO00 O06 SoonobanaD CUS 5.0 HO 00 OOS ASCE OGG S 130, | 
67-001 "Quarterly Estimates of the Canadian Balance of International Pay- | 
memes. Sereciaiel @wpisscie WOG7/ srope UGS ocean era Ohevetatavs clause Gale steveloneinere -50 | 
67-001 "Quarterly Estimates of the Canadian Balance of International Pay- 
ments, Fourth Quarter 1967" for bilateral data for 1965 and 1966 5 0) 
| 
67-001 "Quarterly Estimates of the Canadian Balance of International Pay- ! 
ments, Second Quarter 1968" for revised 1966 and 1967 data ....... a0) } 


Note: Additional subsidiary detail published regularly may be traced through the successive quarterly 
reports. | 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


THIRD QUARTER 1968 


Canada's current account balance from transactions with the rest of the world rose in the third 
quarter by $103 million to a surplus of $305 million in 1968 from $202 million in 1967. This increase 
reflects a $385 million rise in the merchandise trade surplus, as exports to the United States con- 
tinued to be very buoyant, which was partly offset by a swing of $282 million in the non-merchandise 
balance due mainly to travel account transactions. Capital movements produced a net outflow of $145 

million, virtually unchanged from the corresponding period of 1967, as a rise in long-term inflows was 
offset by increased short-term capital outflows. The growth in official net monetary assets at $160 
million was $104 million larger in the third quarter of 1968 than in 1967. 


Summary Statement 


1967 1968 
1966 DNOLON eS Ss 

ADAUEL @) IV Q EXO, IE ©) IILAE 1) 

millions of dollars 
Pegehandisce  Erade) ballance: (0s. ieeieee. ois + 224 + 481 + 86 + 291 + 236 + 362 +471 
Balance on non-merchandise transactions - 1,386 - 1,024 + 116 - 422 - 479 - 359 - 166 
Suorent account balance W.0..%%. «6 Ms ae eO 2 - 543 + 202 - 131 - 243 + 3 + 305 
Capital movements in long-term forms .. + 1,061 + 15339 +301 + 505 + 121 + 713 + 427 
Capital movements in short-term forms - 258 - 778 = - 447 - 345 - 643 - 96 - 572 
meEmeapitalmovement Gl) 2... <s v.06 6% >» : + - 803 + 561 - 146 + 160 =e. + 617 - 145 
Official monetary movements(2) ........ SSO) at 18 + 56 +7 29 - 765 + 620 + 160 


(1) Excluding items in final line. 
(2) Change in holdings of monetary gold, foreign exchange and net balance with the International 
Monetary Fund less reciprocal swap facility with Federal Reserve System. 


In the first nine months of 1968 there was a change of $477 million in the current account 
balance compared with the previous year as the 1967 deficit of $412 million swung to a surplus of $65 
million in the period under review. The decreased deficit in current account transactions with the 
United States accounted for over 90 per cent of this change. Capital account movements, however, went 
from a $401 million inflow in 1967 to a $50 million outflow in 1968 while there was a swing in official 
net monetary assets of $26 million from a decline of $11 million in 1967 to an increase of $15 million 
in 1968. 


Merchandise Trade Surplus Increases 


In the third quarter of 1968 Canadian merchandise exports increased by 24 per cent or $648 
million over the corresponding period in 1967, to $3,351 million. Both in absolute and relative terms 
the third quarter year-over-year increase in exports was the highest so far in 1968. Merchandise 
imports increasing at a lower rate than exports rose by 10 per cent to $2,880 million. In the first 
nine months of this year merchandise exports increased by 19 per cent to $9,911 million from $8,330 
million in the same period last year while imports increased by about 9 per cent to $8,842 million. 


With exports increasing by $1,581 million and imports by $702 million the merchandise trade 
surplus of $1,069 million in the first nine months of 1968 was nearly six-fold that in the same 
period of 1967. The over-the-year trade surplus increased by $879 million, about 44 per cent of which 
was contributed by the increased surplus in the third quarter. 


Adjustments to regularly published trade figures for balance of payments use consisted primar - 
ily of deductions from exports to cover adjustments for timing of wheat shipments and smaller additions 
of net progress payments on aircraft. There were no significant adjustments required in respect of 
import figures. 


Summary of Current Transactions with the United States, United Kingdom and Other Countries 
1967 and 1968, and Changes Between the Periods 


1967 1968 Change 1967 1968 Change 


millions of dollars 


Third quarter All Countries United States 
Merchandise teports (adjusted) jini. sks «lel elene ZOOS Seek + 648 WATS 25206) 2 te eee 
Mecchanduscmnnp omtSmCadgtuisted)y clerucdeus sioner. DAO sl7/ 2,880 + * 263 1,865 2,040 eS 
Leas Ci wale TeiseGl: son6oncbad0dc0 + 86 ap ALTA OS) - 113 + 168 Zon 
OBNeRECUETehiie bECE1D US merits oie ie etic ekere ei sesporen ey Ih BynS e216 - 109 991 882 - 109 
Cleeve Ways pRAWIEMES) Seqoncacoosao nooo UGL 1 2OS Ibs Sxoy2 + Lys) 825 926 + 101 
Balance on non-merchandise transactions ... + 116 - 166 - 282 + 166 - 44 - 200 
Ota lasre cent Gm hares raters ereelie si eceeratere ane enlens 5 4,028 4,567 + 539 BGs’ 3,090 + 347 
NO feu AV MEMES) Wopevcrolere corsets sferets oc emer Mee ar sacienee sre 3,826 Lie Ow. + 436 2,690 2,966 + 2/6 
Gunrent account balianeey .sive-. cle leteetere aretehele « + 202 =F SOS + 103 ar 533) + 124 = WAL 
January to September 
Menehandise 'expomres (ad ilisited)) retest. elelsterclel « 8,330 9-91 ae) Sion Bata lhe! O,023 + 1345 
Menmehandaice aimpoirescu (adg/Usized) a renieetehers oleles 8,140 8,842 <2 6 HOP 35 9)7/ 1 6,491 + 520 
Balance on merchandise: Exademes weiss oo seis + 190 “-- 135069 + 879 - 693 + 132 + (825 
OEher CURLENt, LECELDES) Tieniectes > cele aici. Suclicke 2,896 ZO - 186 1,994 1,829 - 165° 
CERES Current Apayments! «sla smi Go euies ss o88 3,498 3,714 + 216 yap 453.6) 2,074 (+ eae 
Balance on non-merchandise transactions ... - 602 - 1,004 - 402 - 356 - 745 - 389 
ROSE CS EP ES! o..c orcis custe ote cin o's) tehe ile ol ohio tole. cele WL 22e ID O21 ap Lo SOS; SLU 8) 52 + 1,180 
Rovaleepayinentsiereed opeietsters teeters ere eer elareia te etienete iil sks! 22550 + 918 Srow 9,065 + 744 
CUEremt account, bal once. vase uaa derate ae - 412 + 65 + = ef 7 - 1,049 - 613 ‘+ 436 
eet fee United Kingdom Other Countries 
Merchandise exports (adjusted) ........+..- 286 323 aP Si 665 320 -eloo 
Menehandts cartmponies «(ad 7 Usitsed) mus ere sieneieie ciel 161 161 - Sg)al 679 + 88 
Bealeanc emonemenchan das cu taco marr wperrmcterscais ae yes + 162 =F Sh + 74 je dil ge 67 
OEM CaRCUIaGen Gat CCed DES) ways rere crsuthohaleloletgetiove cians 106 102 - 4 228 232 + 4, 
Oehive Citas PEKNEINES gy ogoneubooupuGoos Ag 143 156 af ils 241 300 + 59 
Balance on non-merchandise transactions ... - 37 - 54 - 17 - 13 - 68 - 55 
ROAM ESCH PE Se Petaret otetetate. custo Atcnaneia vie te veleromenocorene 392 LOS + 33! 893 iL Os2 + 159 
MOAR DA VME St raretercteicevs ra apeisiecevess Grsnchelctels Sielo a ous 304 Sly af 13 832 979 + 147 
CURED EEaAcC COUNTED a lanGCmpe rr. tlestsiel stele telalele) creeks + 88 + 108 af 20 + iL ae 1S: + 2 
January to September 
Merchandasemespomtcr (adits ted )mcrsrelsiereieriete 887 937 an 50 DoNos 2,351 + Tee 
Menchandis cy imp Onmitsm (ad sus tec) men es eyereieelaree 509 501 - 8 1,660 1,850 + fue 
Babance onymerchandise trade: « h<dnacnosecs + 378 + 436 58 + 505 +501 - 4 
DChe Recut ret TeCOL DES lac .% crvlsveessideamere oe 286 280 - 6 616 601 - 15 
WERGISTSULTOWE JDAVINCTIES |! o..\g'avece «6 ae aio vocalalee ae 343 367 +P 24 805 773 = BP: 
Balance on non-merchandise transactions ... - 57 - 87 - 30 - 189 - 172 + Tf 
pe a eee Met ae ore le iaicewas o) Seats, Aad ake acedeae oieias 5 tab yn ile) + 44 Ziad. 2,952 + ie 
ROA OAV MEINE Ss eto cecMetvercuste percue tes leks akc cen rc 852 868 - 16 2,465 23025 + 158 
CuLEenEACCOUnm Palance. pcr. ses svete: crates rete shave. ¢ a) SVAdl + 349 + 28 + 316 + 329 + bs 
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Note: Omission of items A7 and B7 for inheritances and migrants' funds in the main balance of payments 
table at the back of this report yields exports and imports of goods and services as published in 
the National Accounts. 


Increases in exports of automotive products amounting to about $560 million accounted for some 
35 per cent of the increase of merchandise exports in the first nine months of 1968 over the same 
period in 1967. Other important increases in exports of about $140 million occurred in copper ores 
and alloys. In the iron and steel groups there were increases of some $160 million and in wood pulp, 
lumber and sawmill products there were increases of about $150 million. Exports of nickel in ores and 
alloys were higher by about $65 million whilst exports of aircraft, engines and parts rose by about 
$55 million. Smaller increases occurred in a number of other commodities including live animals, 
whisky, aluminum, newsprint, fertilizers and communications equipment. Clearances of wheat which fell 
by approximately $50 million were influenced by lower shipments to India, Pakistan, Russia, Japan, 
South Africa and the United Kingdom. However sales of wheat to Mainland China increased by about $50 
million. There was an increase in exports of other food products and a reduction in exports of 
agricultural machinery. 


Automotive products accounted for about four-fifths of the increase in merchandise imports 
during the first nine months of 1968 compared with the same period in 1967. Deliveries of aircraft and 
parts accounted for some $65 million of the increase in the value of recorded imports but the effect 
on the merchandise trade item of the balance of payments was partly offset by the earlier inclusion of 
related progress payments. There was also a rise in imports of crude petroleum and fuel oil of about 
$25 million and in imports of aluminum, precious metals, machinery and wearing apparel. Relatively 
important reductions occurred in imports of iron and steel and agricultural machinery of about $37 
million and $56 million respectively. 


Average export prices in the first nine months of 1968 were approximately 3 per cent above the 
average for the corresponding period in and for the whole of 1967. This rise in prices between 1967 
and 1968 was actually about one per cent higher than that between 1966 and 1967 in respect of the same 
period. The principal increases occurred in the prices of live animals, crude and fabricated mate- 
rials. A small decline took place in the prices of the food, feed, beverages and tobacco group. 
Average import prices in the first nine months of 1968 were just over 2 per cent above the average for 
the same period in 1967. 


Deficit on Non-Merchandise Transactions Increases 
A decrease of $186 million in non-merchandise receipts and an increase of $216 million in 


payments between the January to September period in 1967 and 1968 contributed to an increase of 67 per 
cent in the deficit on non-merchandise transactions to $1,004 million. 


Balances on Principal Non-merchandise Transactions 


First nine months 


Change 
1966 1967 1968 in 1968 
millions of dollars 

Souda production available for export ......c2ees + 95 + 86 ap 84 =9.2 
iravel expenditures ...6...... A i Aan bid Be rp olen p =9 33 + 419 + 35 - 384 
mncenesitivand dividends... 666.6% A OS SO OS Heo aloes - 522 - 607 - 678 Vfl 
meetohty and) shipping ©. «i... 0. « ABE are LAE ae: a eRh - 54 - 33 - 16 + 17 
Mineritances andimigrants' funds) 2... cweceek ou coe + 61 + 108 + 128 + 20 
Re eecontri be tions, Sees «aisle uth lelells LSS - 133 ilo, - 104 + 48 
Beemccuer curhents transaction si). 1.a). ee ee - 332 - 423 - 453 - 30 
Balance on non-merchandise transactions ......... - 918 - 602 - 1,004 - 402 


Some 96 per cent of the increase of $402 million was accounted for by changes in travel trans- 
actions, receipts falling by $274 million and payments rising by $110 million. The changes in the 
travel account reflect the absence in 1968 of the special stimulus of Expo 67 and other Centennial 
activities. The impact of the return to more normal circumstances was naturally felt largely in the 
third quarter during which the travel surplus fell by $257 million from the same quarter in 1967 to 
$173 million drawing close to the 1965 and 1966 third quarters' surpluses of $139 million and $140 
million respectively. Over 58 per cent of the decline in total receipts and about 80 per cent of the 
increase in total payments between the two periods in 1968 and 1967 occurred in the third quarter of 
1968, in the course of which expenditure of United States travellers in Canada fell by about 22 per 
cent to $498 million and payments by Canadian travellers in the United States rose by over 30 per cent 
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to $240 million. Moreover receipts from travellers from overseas countries fell by over 30 per cent 
to $50 million whilst expenditures by Canadians in such countries went up by about 44 per cent to $135 
million. Total travel receipts fell by 24 per cent and payments increased by 15 per cent in the first 
nine months of 1968 to $862 million and $827 million respectively. The surplus of $35 million, 
equivalent to 8 per cent of the 1967 surplus for the same period indicated however the best perfor - 
mance, with the exception of that in 1967, during the last ten years. 


Travel Expenditures Other non-merchandise items showing in- 
creased deficits are interest and dividends and 
First nine months Crone other current transactions such as miscellaneous 


income and business services. Offsetting these 


azCe oe ae in 1968 increased deficits there were improved balances 


millions of dollars in freight and shipping transactions, migrants' 
United States: funds and inheritances and official contributions, 
Receipts ... 622 1,010 UAL - 239 
Payments ... S25) 503 570 + 67 Net interest and dividend payments in the 
Balances ere. + 97 + 507 + 201 = SONS first nine months of 1968 rose by $71 million or 
almost 12 per cent to $678 million, compared with 
Overseas: $607 million in the corresponding period of 1967, 
Receipts ... 90 126 eal = 35 “This net increase was accounted for by a $114 
Payments ... 220 214 257 + 43 million expansion of interest and dividend 
BaAbames: hte - 130 - 88 - 166 - 78 payments to $905 million which was partially 
offset $43 million by higher income receipts 
All countries: which rose from $184 million to $227 million. 
Receipts ... 712 iL BK, 862 - 274 Increased profits of unincorporated branches of 
Payments ... 745 HALg 827 + 110 foreign companies together with expanded payments 
Balance .... - 33 +419 + 35 - 384 by Canadian subsidiaries to their United States 


parent companies accounted for most of the $66 

million increase in dividend payments to $516 

million in the first three quarters. Interest 
Interest and Dividends: Payments payments increased by $48 million to $389 million 
following large United States purchases in 1967 
of new bond issues of provincial governments and 


Period Total Interest Dividends ; Rabe ‘ 3 
corporations. Dividend receipts increased by $33 
millions of dollars million, reflecting increased receipts on both 
direct and portfolio investment as well as an 
IRE tens Glo Cao ihe WD) 429 all: exceptional withholding tax adjustment in 1967. 
js oF a aa eee rr tO 6) 471 729 Interest receipts rose by $10 million. An im- 
portant element in interest receipts has been 
INST iO) Gar 249 105 144 net income on official holdings of foreign 
DOr ster 252 130 142 exchange. Almost 68 per cent of the total defi- 
MIME OY See 270 106 164 cit on non-merchandise transactions for the first 
LW Owes ae 399 130 269 nine months of 1968 was attributable to interest 
and dividends. 
£963 kv Oise s 292 LD 170 
iLO) operee BS 144 yA The surplus in the migrants' funds and 
I @) oot 298 W238, IS inheritances item increased by over 18 per cent 


to $128 million, a rise of $20 million over 196% 
This change resulted from a higher level of 

per capita funds brought by immigrants in partic- 
ular from the Middle East, from the United States and from other sterling area countries. 


The deficit on freight and shipping transactions was roughly halved to $16 million. In line 
with the changes in the pattern of merchandise trade, freight and shipping receipts increased at a 
higher rate than payments. At $674 million receipts rose by 9 per cent whilst payments rose by 6 per 
cent to $690 million. 


The level of official contributions in the first three quarters of 1968 fell $48 million to 
$104 million from the same period of 1967. However, there have been changes in the timing pattern of 
these transactions and during the third quarter of 1968 official contributions increased to $51 mil- 
lion from $20 million in the corresponding quarter of 1967. About half of official contributions was 
given under the international food aid programme, with wheat and wheat flour shipments constituting 
a large proportion as in the past. 


Current Transactions in the Third Quarter (Seasonally Adjusted) 


Balances on Current Transactions 


(Seasonally adjusted at guarterly rates) 


Balance eee 
Merchandise on non- 
balance merchandise viene 
; balance(1l) 
transactions 
millions of dollars 
1967 
TO + 172 - 306 - 134 
IIE 6) + 79 - 265 SARIS 
1s ee) mg O03 - QD - 185 
Avene) + 293 - SB Selk - 38 
Year + 481 = 1,024 = 543 
1968 
iO) + 317 ~ 3/3 = 516 
IIL 10) + 427 - 330 + 97 
ih Q + 318 = 390 Ey 


(1) Omission of inheritances and migrants' funds 
(as shown in the following statement) yields 
exports and imports of goods and services as 
published in the National Accounts (season- 
ally adjusted at annual rates). 


Seasonally adjusted at quarterly rates 
the current account balance has changed from a 
surplus of $97 million in the second quarter to 
a deficit of $72 million in the third quarter of 
1968. Total receipts from goods and services 
showed a slight decrease of about one per cent 
to $4,249 million; total payments increased by 
3 per cent to $4,321 million. On the receipts 
side, the reduction was due to the fall in 
merchandise exports which exceeded the rise in 
non-merchandise exports by $37 million. On the 
payments side, both merchandise and non-merchan- 
dise imports increased, the former by 2 per cent 
and the latter by 6 per cent. The increase of 
$54 million in travel expenditures abroad ac- 
counted for 77 per cent of the increase in total 
non-merchandise payments. The decline in the 
travel balance by $66 million accounted for 39 
per cent of the change of $169 million in the 
current account. The merchandise balance ac- 
counted for over 65 per cent. Against these 
adverse movements and the relatively small ones 
in freight and shipping transactions and in 
miscellaneous current transactions, the surplus 
in the migrants' funds and inheritances item 
increased by 23 per cent to $48 million. 


Exports and Imports of Goods and Services 


(Seasonally adjusted at quarterly rates) 


G0 
Receipts 
Merchandise exports (adjusted) ........... 2,862 
Gold production available for export ..... Shit 
Mig vourexpendLtUnes TPA. Pa neels AVES ANS. 8 238 
meerest and dividends ...... bs eu tnekeral tebenare 50 80 
eager AN GSE PPT Me <pete, <lclatetel suede SSee ie een 208 
Inheritances and migrants! funds(l) ...... 80 
PAMOEREI: ERAUNSACELONS aitlls ANA. cele PPM 
Sub-totals, non-merchandise transactions 848 
ERCNE NG MASTS Secest Macatee eke RarKera dade Wa lads 710 
Payments 
merenandise imports (adjusted) ...cceceosee . 25,690 
Gold production available for export ..... - 
ieavel “expendituresi™. 6. ..s./0. BRE Sater ae 234 
mnterest and dividends ......... BeseRoneeceee s é 266 
Bote trang ;Shippi ne mMoraiemtele« hele slo eich~ cals os : 222 
Inheritances and migrants' funds(l) ...... D2 
All other transactions (including official 
OUMisE MD UELONS )Metewercredstelehs alee averere aeceee Mek ate 380 
Sub-totals, non-merchandise transactions 1,154 
TEE WBC. Canepa rebar aro «eee ToT er thie ee S844 


1967 1968 
IEE %@) TILT, CO)” NWO) Year dling.) TNO TEECIES Ke, 
MLL MonSse ok edolbatas 

2 Deets OLS: put? T Lee Bhd Bia, 352.97 Seog clenS 6O4. 
29 26 26 Wibey 28 29 oe] 
Sidi 436 259 1,304 228 270 258 
59 78 77 294 77 88 100 
Diy? 208 DAN 845 229 ZO DOT, 
87 88 82 33h 76 92 106 
194 202 199 806 184 194 197 
O52 OSo 860 3,698 822 905 915 
Sarewey She (AWG. “ShsrerShl ALS ATO ois 4,119 4,286 4,249 
2.094 is Ja). 2,678 ~ LO, 906 2,980 2,954 3,016 
ae: 205 226 877 23o 226 280 
297 319 308 Iba SXO) 314 342 B51 
222. 217 223, 884 238 234 230 
2 56 53 OAS ‘ayih 58) 58 
434 363 381 i558 B5i/ 380 386 
IAP ON wake ISL Lie 20. Paes ieee tsy = Abe) OS" 
&O145 S290L. 39869" 15,628 me AN GKS) Ai ieNeh eS 


Ee 4 ee 
(1) Omission of inheritances and migrants' funds yields exports and imports of goods and services as 
published in the National Accounts (seasonally adjusted at annual rates). 
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Transactions by Areas 


In the period January to September 1968 total receipts from transactions in goods and services 
with the United States rose by 16 per cent to $8,452 million and total payments rose by 9 per cent to 
$9,065 million over the same period in 1967. The current account deficit with the United States was 
thus reduced by $436 million to $613 million. 


Quarterly Current Account Balances Over the same periods merchandise exports 
to the United States rose by over 25 per cent to 
$6,623 million. Imports rose by 9 per cent to 

$6,491 million. The United States market accoun- 


iu ©) Wie OQ) MeL, Qa © MENG 


millions of dollars ted for 85 per cent and for 74 per cent of the 
United States: increase in Canadian merchandise exports and im- 
GGG eo hose 2 90 = 605 = 19 =4Os4 Se OeO30 ports respectively. Total receipts from the ex- 
POG) Ghee ares = O82 = S209 eos 00 eee 79 ports of goods and services rose by $1,180 million 
OC Se reeicete sere = 455 = 282 + 124 or about 16 per cent to $8,452 million. Total 
current payments increased by 9 per cent to 
United Kingdom: $9,065 million. The merchandise balance with the 
1966 ...2c02.6 + 106 +110 + LOL + 108 + “425 United States in the first three quarters of 1968 
EO OW eit. See tare . +125 +108 + 88+ 163 + 484 ‘showed a surplus of $132 million representing an 
OO Steins aicatae +118 + 123 + 108 increase of $825 million over the first nine 
months of 1967. The increase of $1,345 million 
Other countries: in exports to the United States was spread over 
Nes Ge onodees + 97 +115 +123 +108 + 443 a relatively wide range of goods. Exports of 
LENCE. Sia og pies sf 23°) =P 32 Ff Ol ee S6"--) 9352 automobiles and other automotive products in- 
EO GG tases coon +t 94 +162 + 73 creased by over $520 million; together with in- 
creases in the export of aircraft, engines and 
All countries: parts and other communications and related equip- 
MO GOR seria s ore ce - 387 - 380 + 33 - 428 - 1,162 ment, these changes accounted for about 44 per 
MDG ra terat gaia - 334 - 280 + 202 - 131 - 543 cent of the total increase in merchandise exports 
L9GS Pac ee sieg 25245) she 1S 305 to the United States. Shipments of iron ore, 


steel and copper ores and alloys increased by 

about $193 million, whilst shipments of nickel 

ores and alloys, aluminum, silver and platinum 
rose by about another $123 million. Exports of lumber and wood pulp were up by about $130 million. 
Deliveries of crude petroleum and natural gas increased by about $66 million. A variety of other com- 
modities also showing increases included live animals, whisky, fertilizers, newsprint and other paper. 
Exports of agricultural machinery and navigation equipment fell by about $32 million. 


Imports of motor vehicles, engines and parts from the United States also showed an important 
increase amounting to some $450 million. Offsetting this increase in imports of automotive products 
and in that of other commodities including coal, fuel oil and precious metals there were reductions in 
imports of iron and steel, agricultural machinery, electronic computers, raw cotton and cotton fabrics. 


On the invisibles side the negative gap between receipts and payments in transactions with the 
United States was widened. The deficit, after taking into account $84 million in respect of the gold 
production available for export which is normally included in receipts from the United States, increased 
by $389 million to $745 million. This expansion in the deficit resulted from a reduction of 8 per cent 
in receipts and an increase of over 9 per cent in payments. The bulk of the increase in the deficit 
was due to the reduction in the travel surplus which fell by $306 million. The other major component 
which contributed to the increase in the deficit was the interest and dividend item on which the deficit 
increased by $77 million. Together these two items accounted for nearly all the increase in the deficit 
with the United States. An increased deficit of $25 million occurred in miscellaneous transactions 
including an increase in the deficit of about $13 million on business services. There was an improved 
balance in freight and shipping transactions of about $6 million and of about $15 million on the balance 
of migrants' funds and inheritances. 


If the credit representing new gold production available for export is excluded Canada's 
current account surplus with the United States in the third quarter of 1968 was $97 million. Capital 
movements between the two countries produced a net outflow of $475 million as long-term inflows fell 
by $69 million to $301 million and short-term outflows jumped by $567 million to $776 million. In sum 
these transactions with the United States gave rise to net payments by Canada of $378 million. 
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Canada's Bilateral Accounts with the United States and the Rest of the World 


1967 1968 
1966 196700 
III Q IV Q 1 10) IIE AO) AWE AG) 
millions of dollars 
Transactions with the United States: (1) 
Cubrenbe account Da Lanc@me. sc es. ce cee e & Palsy = eo ee 227 - 356 - 484 - 310 + 97 
Capital movements in long-term 
ES Mote ere ea cio a aie cele seo os eantene is + Aeeoo Tee. reco + 401 qa eel) + 3/0 + 301 
Capital movements in short-term 
SSSR? Guar le ntact AEM toe ares GEG Cte - 179 - 891 - 538 - 256 - 465 - 209 - 776 
GETS 6 "Sie acts Can ree tic Oto ioloeNcncN Mer Roe =inO98 = 1,155 = 214 - 211 - 854 - 149 - 378 
Transactions with the rest of 
the world: 
Guiscenteacecounita Dallancelmasie icin. clase el + 868 + £836 + 149 + 199 + 212 + 285 + 181 
Capital movements in long-term 
ana LUMO S Me etetous eT scale ates ses che et as te - Pe) oe ee ey + 104 + 26 +343 + 126 
Capital movements in short-term 
LEONE Sct an cP Cue SOMO aan O LIRA AERO ACE OO - 79 Se TUS B91 - 89 - 178 +113 + 204 
MNO AES Meeps Bap etalioy she ietcoks:oxcosse, fo Cos'eGeso).6) 61 <6'.0.(0,%0, + 612 + 1,061 + 244 + 214 + 60 + 741 +511 
Gold production available for 
OD Ole des edelle ire isvop sls /0. ojloyisual’s Susi sie) 6,203) 818, 8) 3,°6) sys + 127 + 1 Se AGS + 26 + 29 + 28 + 27 
Official monetary movements(2) ........ =. 309) ot 18) 545450 4+ 29 - 765 + 620 + 160 


(1) Excluding gold production available for export shown separately below. 
(2) Change in holdings of monetary gold, foreign exchange and net balance with the International 
Monetary Fund less reciprocal swap facility with Federal Reserve System. 


Transactions in goods and services with the United Kingdom in the first nine months of 1968 
showed an increase of 4 per cent to $1,217 million in total receipts and of 2 per cent to $868 million 
in total payments over the corresponding period in 1967. The current account surplus rose by $28 
million, or 9 per cent to $349 million. Merchandise trade showed a relatively small improvement 
between the two periods. Exports increased by $50 million to $937 million while imports fell by $8 
million to $501 million. The trade surplus with the United Kingdom thus showed an increase of 15 per 
cent rising to $436 million. The increase in exports took place mainly in the crude materials group 
of commodities, in which exports of copper rose by about $17 million and nickel ores and alloys by 
about $24 million. Smaller individual increases totalling about $32 million occurred in exports of 
aluminum, platinum, silver and wood pulp, newsprint paper and tobacco. Exports of lumber and sawmill 
products, wheat and barley on the other hand declined by about $35 million. 


On non-merchandise transactions, there was a relatively small change in the balance, with the 
deficit increasing by $30 million to $87 million. As in the case of the United States this was due 
mainly to an increased deficit of $22 million on travel account where receipts fell by 27 per cent and 
payments increased by 19 per cent. Small increases in the deficits on interest and dividends and on 
miscellaneous transactions mainly business services together with a reduction in the migrants' funds 
surplus amounting in all to $14 million offset by a rise of $6 million in freight and shipping 
transactions accounted for the balance of the deficit on invisibles with the United Kingdom. 


The current account surplus in transactions with other countries increased by SIIB smell voneto 
$329 million between January to September 1967 and January to September 1968. The change was the 
result of a decrease of 9 per cent in the deficit on non-merchandise transactions slightly reduced by 
a decrease of about one per cent in the merchandise surplus due to imports increasing by about 3 per 
cent more than exports during the periods January to September 1967 and 1968. Within this group of 
countries the Rest of the Sterling Area with an increased surplus of $52 million contributed to the 
improved current account balance offsetting the increased deficit of nearly $40 million of the remaining 
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group of countries. The improvement in the balance with the Rest of the Sterling Area is due primarily 
to the reduction by $70 million in official contributions and by an increase of about 20 per cent in 
receipts of immigrants' funds and inheritances. Official contributions to the remaining countries 
increased by $22 million from $12 million in the period January to September 1967. 


Shipments of wheat to Japan, South Africa and the U.S.S.R. were reduced but there were increases 
of about $53 million to China and Hungary. There were increases in exports of crude metals to West 
Germany , Luxembourg and Belgium, Spain and Japan and of wood pulp, lumber and newsprint to the European 
Common Market countries and to Japan. Exports to countries in the Middle East, South and Central 
America and Australia were higher, with significant reductions in the case of New Zealand, Jamaica, 
Trinidad and Tobago and Peru. Imports from France, Belgium and Luxembourg, Switzerland, Libya and 
Nigeria were significantly lower; significant increases in imports, over 50 per cent of which consisted 
of crude petroleum and fuel oil from Venezuela, were also recorded for West Germany, Japan, Taiwan and 
Mexico. 


Total current and capital account receipts by Canada from transactions with the United Kingdom 
and other overseas countries fell substantially from the $741 million recorded in the second quarter 
but still remained at the relatively high level of $511 million. Decreases in the favourable current 
account balance and long-term capital inflow of about $100 million and over $200 million respectively 
were evident in this swing which were partially offset by an increase in the short-term capital inflow 
of about $100 million. 


The $133 million difference between the net receipts from overseas contries and the smaller 
payments to the United States together with the $27 million of gold production available for export 
were both reflected in the $160 million rise in official holdings of monetary gold, foreign exchange 
and IMF balance less the reciprocal swap facility with the Federal Reserve System. 


Capital Movements 


Summary 
1967 1968 
Item 1966 1967 

JE ALIS 0) LY) is @) AEAL /(0) AIAE KG) 

millions of dollars 
Capital movements in long-term forms .... + 1,061 + 1,339 + 301 + 505 + 121 + 713 + 427 
Capital movements in short-term forms ... - 258 - 713, = 447 - 345 - 643 = VO 3 57/7 
Balance on goods and services ........-... = Wee So Syhey ae 20) - 131 = 243 + 3 + 305 
Official monetary movements(1) ie sce de une oy WB OOS a ae 18 + 56 peo - 765 + 620 + 160 


(1) Change in holdings of monetary gold, foreign exchange, and net balance with the International 
Monetary Fund less reciprocal swap facility with Federal Reserve System. 


On balance capital movements in the third quarter of 1968 led to a net outflow of $145 million, 
a swing of $762 million from the second quarter inflow of $617 million. A drop in long-term inflows 
contributed $286 million to this change while a rise in short-term outflows accounted for $476 million. 
The continued strength of the current account balance augmented by seasonal factors resulted in a 


surplus of $305 million so that the balance of current and capital transactions produced an increase 
of $160 million in official net monetary assets. 
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Capital Movements in Long-term Forms Although down substantially from the 
second quarter total, sales abroad of new Canadian 
issues continued to make by far the most signifi- 
cant contribution to the net import of long-term 


Adjusted to 


4 Actual reflect timing a ; 
Period ; : capital in the quarter under review. Inflows for 
inflow of secutiry ; P ; 3 
; direct investment in Canada were also prominent. 
offerings a : 
The main outflows arose from Canadian net pur- 
millions of dollars chases of foreign securities and, to a lesser 
degree, retirements of corporate long-term 
NSH ON SR 5 Se cuctencuty eens + 1,061 + 860 miscellaneous and funded debt. Sales of new 
HO Oi/imee or steec oie ere + 1,339 + 1,587 issues of Canadian securities are taken into the 
balance of payments at the time of delivery. In 
eee On) Monee re sent cs near aT | 1330 contrast to the previous quarter total deliveries 
TLO Hs 256 + 360 in the third approximated total offerings. The 
UG MONE St See + 302 + 460 effect of adjusting actual long-term capital 
Ta Qik bevvaners ae Oe + 437 inflows to reflect the timing of security offer- 
ings is shown in the accompanying statement. 
1968 iL VQ) rasta -otis sp) ail + 187 
IIE 0) pice tf 13 + 615 Capital movements in short-term forms 
ik © OWOR + 427 + 437 led to a net outflow of $572 million, some $476 


million more than in the second quarter. An 
increase in Canadian holdings of foreign currency 
bank deposits and other short-term funds abroad 
resulted in a significant net capital outflow which was augmented by a reduction in non-resident 
holdings of Canadian money market instruments, mainly Canadian finance company paper. The principal 
net outflow, however, continued to be recorded in the "all other transactions" category which includes 
changes in loans and accounts receivable and payable as well as the balancing item. 


The net spot holdings of foreign currency assets of the Canadian chartered banks vis-a-vis 
non-residents rose on a transactions basis by $174 million in the quarter while those with Canadians 
declined by $111 million to produce an overall increase of $63 million. Claims on residents of the 
United States and overseas countries rose by $207 million and $95 million respectively while liabilities 
declined to United States residents by $145 million but increased by $273 million with overseas 
countries(1l). Foreign claims on Canadians were reduced by $7 million while liabilities increased by 
$104 million. Thus the net increase of $63 million in foreign currency assets reflects a rise in net 
assets of $352 million with residents of the United States and declines of $178 million and $111 
million with residents of overseas countries and Canada, respectively. These figures cannot be 
identified separately in the balance of payments presentation in this report but form elements of 
several of the items. 


Direct Investment 


The net capital inflow for direct investment in foreign-controlled enterprises at $185 million 
in the quarter under review continued at the relatively high level established in the previous quarter. 
About two-thirds of the total again came from the United States with the remainder supplied in approx- 
imately equal proportions by the United Kingdom, continental European countries and other countries. 
Mining and manufacturing continued to receive most of this inflow. The proportion of the total 
identified as being for the purchase of already existing assets rather than new capital formation or 
change in working capital declined sharply from the second quarter's 20 per cent to about 5 per cent 
in the third. 


Capital movements for Canadian direct investment abroad reverted to the pattern of outflows 
which had been interrupted by the second quarter net disinvestment of $10 million. The third quarter 
outflow of $15 million was distributed among all the industrial sectors with none of paramount 
importance. Geographically, net outflows were divided about equally between the United Kingdom and 
other overseas countries as transactions with the United States produced a negligible inflow. 


Security transactions 


The net capital inflow of $317 million recorded during the third quarter from transactions in 
portfolio securities between Canada and other countries, although relatively large, represented a drop 


(1) Gold holdings of the Canadian chartered banks are included with their claims on residents of 
overseas countries. 
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of over one third from the record high $494 million net inflow of the previous quarter. Every category 
except retirements of Canadian securities contributed to this decline, with the major factor being the 
decrease of $217 million in the net inflow from the sale to non-residents of new issues of Canadian 
securities. All in all net sales of Canadian securities fell some $162 million to $448 million. The 
net outflow due to transactions in foreign securities rose $15 million to $131 million. 


Portfolio Security Transactions Between Canada and Other Countries 


Year 1967 1968 
Net sales (+) or purchases 


Ce pasion: 1966 1967 ciacor wer vad TQ II Q III Q 


millions of dollars 
Canadian securities: 
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New Issues of Canadian Bonds Sold to Sales of Canadian new issues fell back 
United States Residents from the $706 million peak in the second quarter 
to $489 million in the quarter under review. 
While the Government of Canada had replenished 
‘ Offer - De - Unde - es 
Period hae cee ee Revered official exchange reserves through the sale 
abroad in the second quarter, largely in European 
millions of dollars capital markets, of about $250 million of new 
issues denominated in foreign currencies, there 
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FED Gr/Re acta axosuite rota + 1,448 ik, BOC By/0) other hand, sales to non-residents of provincial 
government direct or guaranteed new issues rose 
MSR Vac lee 6 eee oe 348 2S)S 175 sharply from the relatively high second quarter 
DSL un scerene 378 274 279 figure of $174 million to a record $280 million, 
WILE @) Sods 418 259 438 Over half of this total was derived from the 
Vig aes. ack 304 Si 370 European markets. New bond issues of Canadian 
corporations fell from the rather large $232 
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Teta Ouch vere 282 DD 348 rose to $27 million the highest in two and a half 
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(1) At end of period. debentures to United States residents fell to 


$282 million during the quarter, the lowest since 
the fourth quarter of 1966. The net purchase 
balance from transactions in outstanding Canadian securities during the quarter amounted to $3 million 
or a swing of $26 million from the net inflow of $23 million in the second quarter. Trading in out- 
standing Canadian common and preference shares produced a fifth consecutive net quarterly inflow at 
$10 million, following procession of consistent net outflows from the second quarter of 1961 to the 
second quarter of 1967. 


Retirements of Canadian securities in the third quarter at $38 million moved to less than one- 
third those of the previous quarter. Retirements of all categories of Canadian bonds were lower than 
in the previous quarter, with corporate and Government of Canada issues showing the largest declines. 
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Net purchases by Canadian residents of foreign securities as mentioned above moved up to $131 
million. Increases by Canadian residents in their holdings of outstanding United States common and 
preference shares accounted for a net outflow of nearly $119 million or over 90 per cent of the total. 


Other Capital Flows in Long-term Forms 


Intergovernmental loan disbursements by Canada, all under the development loan program, totalled 
$12 million in the third quarter of 1968. Geographically, all but $2 million went to Asian countries. 
A further subscription of almost $3 million was made to an international investment agency. Repayments 
of principal on outstanding intergovernmental loans under earlier programs aggregated $1 million. 


Detail of Long-term Capital Transactions n.i.e. 
Item D13 


Export credits(1) 


Year Mite sae tan a Sin > 35 oo). APS cee ms ats yl 
Wheat Other commodities Sub - Other 
and poet trans - Total 
art as a ; 
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Net Net 
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millions of dollars 
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(1) Medium and long-term export credits extended from Canada directly or indirectly at risk of the 
Government of Canada. 


Transactions during the quarter arising from the financing of medium and long-term export 
credits extended from Canada directly or indirectly at the risk of the Government of Canada led to a 
capital outflow of $2 million. The sharp decline in the net repayment balance related to wheat exports 
evident in the second quarter was again apparent in the quarter under review. 


All other transactions in long-term forms led to a net outflow of $44 million. Repayments of 
corporate borrowings contributed significantly to this movement. 


Capital Movements in Short-term Forms 


The net outflow for capital movements in short-term forms rose sharply from the low second 
quarter figure of $96 million to $572 million in the third quarter. Long-term interest rates, as 
measured by average yields on Government of Canada bonds, edged down 2 basis points to about 6.60 per 
cent by the end of September well below the 7 per cent high registered in May 1968. Yields on compa- 
rable United States government bonds remained lower by some 125 to 145 basis points throughout this 
period. Short-term interest rates, as indicated by three month Canadian treasury bill yields, dropped 
over one hundred basis points in the first two months of the quarter then rose in September to register 
finally a drop of 84 basis points for the quarter as a whole. The hedged yield differential between 
Canada and the United States reversed from a small net advantage for Canadian bills to a relatively 
large advantage for United States bills by the end of July which was reduced substantially by the end 
of September. 


Non-resident holdings of Canadian dollars rose by $16 million in the quarter, This movement 
comprised increases of $4 million, $1 million, and $11 million in Canadian dollar deposits, Government 
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of Canada demand liabilities and Canadian treasury bills respectively. The expansion of treasury bill 
holdings by residents of countries other than the United States and the United Kingdom accounted for 
more than half of the increase in Canadian dollar holdings of non-residents. 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 


1967 1968 
Transactions with all countries 1966 19670 ————————— 
ALL INE 1) ALG, ahi XO, Alida” (0, 


millions of dollars 
17.1 Bank balances and other short-term 
funds abroad (excluding official 
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(1) Includes changes in loans and accounts receivable and payable, and also balancing item represent- 
ing difference between direct measurements of current and capital accounts, 


On balance Canadian holdings of bank balances and other short-term funds abroad (excluding 
official reserves) increased by $151 million in the quarter, a switch of $179 million from the decrease 
of $28 million in the second quarter. Transactions associated with swapped deposits contributed to 
this net outflow as Canadian holdings of these instruments rose in the quarter by about $164 million to 
a total of $744 million. In contrast resident holdings of other foreign currency deposits with the 
chartered banks fell in the quarter. 


Non-resident holdings of Canadian finance company paper (including that of the financing 
subsidiaries of manufacturing and retail enterprises) continued to decline in the quarter resulting in 
a net outflow of $37 million while transactions in other finance company obligations of a short-term 
nature (which include borrowing from foreign banks and advances from parent companies) led on balance 
to a further net outflow of $1 million. In addition there were other finance company transactions 
included with capital movements in long-term forms, notably new issues and retirements of Canadian 
securities. All in all transactions related to the international borrowing of these companies in the 
third quarter of 1968 resulted in a net outflow of about $50 million. International transactions in 
Canadian commercial paper (including bankers' acceptances) led to a net inflow of $3 million while 
transactions in other short-term paper (including notes of banks, mortgage loan companies and municipal 
and provincial governments) resulted in a net outflow of $1 million. 


All other transactions led to a net capital outflow of $401 million. Among identifiable items 
increases in intercompany accounts payable led to a net capital inflow. On balance the overall outflow 
therefore represents amounts which have yet to be identified. Large errors and omissions items have 
been characteristic of the recent period of wide disturbances in the international exchange markets. 


Official Holdings of Monetary Gold and Foreign Exchange 


A further overall increase in Canada's official net foreign exchange assets was evident in the 
third quarter of 1968. The remaining amount borrowed in January under the reciprocal swap facility 
with the United States Federal Reserve System was repaid and a small net creditor position was re- 
established with the International Monetary Fund while official holdings of monetary gold and United 
States dollars edged down. Concomitant with this improvement the Canadian dollar remained strong on 
the foreign exchange markets, trading throughout the quarter within the permitted one per cent range 
above the official par value in terms of the United States dollar. 


Official holdings of monetary gold and United States dollars totalled US$2,534 million at 
September 30, 1968 compared with US$2,574 million three months earlier, a decline of USS$40 million. 
Canada's net position with the IMF increased to $186 million expressed in United States funds from 
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$121 million at the end of June thus establishing a net creditor position of US$1 million. (A net 
creditor position arises when the IMF's holdings of a member's currency are less than 75 per cent of 
its quota. For Canada with a quota of $740 million expressed in United States funds the relevant point 
is when the IMF holds less than US$555 million in Canadian dollars). The liquidation of the liability 
to the Federal Reserve System in July involved a repayment of US$125 million. 


The quarterly change expressed in Canadian dollars showed a drop in official holdings of 
monetary gold and foreign exchange (including working balances of sterling) of $43 million. The 
increase in the IMF balance amounted to $69 million and the final repayment of the assistance received 
under the reciprocal currency facility with the Federal Reserve System resulted in a payment of $134 
million. In total these transactions reflect a $160 million increase in Canada's official net monetary 
assets. 


The following statement provides data on foreign exchange rates and certain reserve items: 


United States Dollar in Canada oe Net balance Reciprocal 
with Inter - - swap facility 
Period Ss ime national with Federal 
: Noon ne oe vd pehets ed me ees 
mee uae rebe average dollars RSLS PAR oS 
Canadian cents millions of United States dollars at end of period 
coo ae 2 «LOS TS4 107. 75" (108 5:25 108.07 25203 468 - 
MPO esis 6 + a i085 54* TOV. G3 P107297 108.16 251.09 452 - 
Pree. oe. 2 108.00 107.34 “107.41 107.63 2220 454 - 
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Beret O...,...., 209.00 108.09 108.28 108.56 2, 244 - - 250 
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esi Mere ct. eos LOVE SIT” 107S25°" 107.25 107-52 2,534 186 - 
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Note: The total of exchange holdings does not include holdings of the Government of Canada at September 
30, 1968 of $114 million of medium-term non-marketable securities of the United States 
Government, acquired in 1964 in connection with the Columbia River Treaty arrangements. 
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Canada's Accounts with the International Monetary Fund 


Canadian liabilities = IMF holdings 


Canadian assets OL Canadians dollars 


sd = Canada's 
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ete Ce assets tions oh eee oe dian dollars dollars re dae 
tion (GAB) ae currencies Soeesiatere to IMF Lities--2IMF CS 
cQucrd) loans eh eee countries for gold 
millions of United States dollars 
1947-1965 DD0n0 500 600.0 462.5 54.3 = S lead GLAS 246.6 353.4 
19 GOnetc aire 190.0 790.0 142-5 - 47,6 341.5 448.5 
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(1) This is a cumulative measure of the net resources provided by Canada to the IMF including loans 
under the General Arrangements to Borrow(GAB). The Canadian dollar equivalent of the change 
appears as item H2 in the balance of payments statement. Canada's net balance with the IMF, when 
positive, represents its reserve position in the IMF. This may be drawn by Canada virtually 
automatically on statement of balance of payments need, but Canada would then be under an obligation 
to restore its net balance to 25 per cent of its quota which is currently $740 million, i.e. to 
$185 million. 

Note: The statement is expressed in terms of United States dollar equivalents in accordance with the 
IMF practice. Since members are obligated to maintain the gold value of the IMF's holdings of 
their currencies, from time to time there have been adjustment payments between the IMF and 
Canada in Canadian dollars arising from changes in the exchange rate. These transactions are 
not reflected above because the series are shown in United States dollar equivalents, and do not 
appear in the balance of payments statements because only the change in Canada's net asset is 
shown. The adjustment transactions affect the Public Accounts of Canada. 


Revisions 


Revisions for 1966 for the capital account items from D9 to D1l7 are still not complete and 
therefore are not included in this report. Final data for current account and all other capital 
account items (Dl to D8) were first included in the report for the second quarter of 1968. 


Canada's International Investment Position 


This report includes Tables V to X which will form part of the next annual report on Canada's 
balance of international payments and international investment position (under DBS Catalogue No. 67-201 
Annual). These tables contain final data on all principal series for 1965 and on various components 
of Canada's investments abroad for 1966. 


Preliminary data indicate that Canada's balance of international indebtedness* reached a book 
value of approximately $24 billion by the end of 1967, a six-fold increase over the past decade. Long- 
term foreign investment in Canada was approaching $34 billion and other claims of non-residents added 
about $5 billion to Canada's liabilities. Canadian assets abroad had a total book value of $15 billion 
including long-term investments amounting to about $9 billion. 


* The term includes equity investments as well as contractual borrowings and is used in the broad 
sense generally accepted in balance of payments terminology. 
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Canada's balance of international indebtedness rose by 9-per cent, or $1.9 billion to $22.1 
billion in 1965. This high rate of increase, which was last exceeded in 1959, reflects the continuing 
expansion of Canada's liabilities to non-residents as well as a slowdown in the accumulation of assets 
abroad. 


Gross external liabilities at the end of 1965 amounted to $35.2 billion or more than double the 
1955 level of $15.1 billion. The increase during 1965 equalled the high rate of $2.4 billion recorded 
for 1964, The book value of foreign long-term investments in Canada rose sharply during 1965 to 
$29,507 million, an increase of $2,140 million or 8 per cent over the 1964 level. Three-fifths of this 
increase was attributable to direct investment which expanded by $1,319 million to $17,208 million. 
Approximately half of this amount was invested in manufacturing, a quarter in petroleum and natural 
gas and the remainder in other mining and smelting, merchandising, finance, and other enterprises (in 
that order). 


United States residents continued to expand their relative ownership of long-term investments 
in Canada. At the end of 1965 this investment amounted to $23,305 million and comprised 79 per cent 
of all foreign long-term investments in Canada*. (The corresponding figures for earlier years were 78 
per cent for 1963 and 1964 and 77 per cent for 1962.) Direct investments owned in the United States 
with a book value of $13,940 million at the end of 1965 represented 81 per cent of total direct invest- 
ments in Canada; the same proportion as at the end of 1964. (The 1964 share, however, was 2 percentage 
points lower than the 1963 figure.) United States investments in other long-term forms were signifi- 
cantly higher at $9,365 million. United Kingdom residents owned $2,013 million of direct investments 
(a slightly smaller proportion of the total than in 1964). Other United Kingdom long-term investments 
declined by $47 million to $1,485 million. All forms of long-term investments owned in other foreign 
countries were higher at the end of 1965. Ownership of direct investments increased 20 per cent to 
$1,255 million. Most of this increase was in direct investments owned in European countries other than 
the United Kingdom which grew from $870 million at the end of 1963 to $1,120 million at the end of 1965 
(as shown below). Portfolio and miscellaneous investments owned in other foreign countries were also 
moderately higher at $1,449 million. 


Foreign Direct Investment in Canada Year Ends 1963 and 1965 
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(1) Includes 20 republics and Puerto Rico. 


* For "Estimated Distribution of Ownership of Net Canadian Long-term Funded Debt, End of 1954 and 1965" 
Seep. 26 
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The growth in non-resident investment in Canada has been accompanied by continuing expansion 
of Canadian assets abroad. At the end of 1965, Canada's gross external assets had a book value of 
$13.1 billion or the equivalent of 37 per cent of gross external liabilities. The increase of S095 
billion during 1965 represented a growth rate of 4 per cent over the year or significantly less than 
the increases of 8 per cent and 14 per cent registered in 1963 and 1964 respectively. 


The portion of Canada's assets in the form of private investments abroad is still small in 
relation to corresponding foreign investments in Canadian companies. However private long-term 
investments abroad in stocks, bonds and direct investments have more than quadrupled in the two decades 
since 1945. During 1965 these investments increased by almost 8 per cent to $5,631 million. About 
two-thirds of Canada's private investments are located in the United States, a fifth in Commonwealth 
countries (including the United Kingdom) and most of the remainder in other countries of Europe and 


Latin America. 


Canadian Direct Investment Abroad Year Ends 1964-1966 
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(1) Includes 20 republics and Puerto Rico. 


Canadian direct investment abroad at the end of 1966 had a book value of $3,737 million, an 
increase of $242 million over the 1965 figure of $3,495 million. More than half of this increase went 
to countries of the Western Hemisphere with investment in the United States rising to $2,100 million 
and investment in Latin and other American countries to $222 million and $326 million, respectively. 
Direct investment in the United Kingdom, at $567 million, was $59 million higher than the year-end 
figure for 1965 while investment in other European countries was also higher at $223 million. By the 
end of 1966 the book value of Canadian direct investment in developing countries had reached $639 
million. Over half of this investment was in developing countries of the Commonwealth. 


Industrially, investment in manufacturing and merchandising continued to be dominant with a 
total book value of $2,393 million which represented some 64 per cent of total direct investment 
abroad. Investments in the beverages and non-ferrous metals industries were prominent. Canadians 
also had significant interests in railways ($303 million), other utility undertakings ($271 million), 
mining and smelting ($296 million), petroleum ($198 million), financial ($132 million), and miscella- 
neous investments ($144 million). 


The Government of Canada's foreign assets increased in 1965 at a more moderate rate than in 

1964 when important factors were the substantial growth of Canada's official reserves and net IMF 

position and an exceptional increase in Government of Canada credits arising from the acquisition of 
United States Government securities under the Columbia River Treaty arrangements (breaking a downward | 
trend which began in 1950). During 1965 credits to foreign governments resumed their downward pattern 
while the increase in official reserves was less than half the 1964 figure. At the end of 1967 official 
holdings of gold and foreign exchange together with Canada's net IMF position amounted to $2,926 millior 
expressed in Canadian funds. 
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Non-residents have a substantial equity in Canadian assets abroad through their ownership of 
Canadian parent companies. At the end of 1965 about $1.6 billion of the Canadian assets abroad were 
beneficially owned by non-residents. (This item is included as a liability in the statement of 
Canada's balance of international indebtedness). 


Canadian portfolio investments abroad climbed by $204 million to $2,136 million during 1965 as 
a result of increased net purchases of foreign securities and the growth of retained earnings accruing 
to Canadian shareholders. Most of this increase occurred in foreign equities which totalled $1, 836 
million at the end of 1965 and included $1,515 million of United States stocks. 


It should be noted that the statistics given above are expressed in book value terms. Market 
values would be substantially different. 


TABLE V. The Canadian Balance of International Indebtedness, Selected Year Ends, 1926-65* 
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Item 1926 | 1930 1939 1945 1949 1957 1958 1959 1960 1961 1962 1963 1964 1965 
billions of dollars yi 
Canadian liabilities: \ ) 
DINECt ULVESEMEMU AV LIL; Nomeswe svesteceenetett seers <taveton 1.8 Pet! Use, Parl 3.6 10.1 10.9 US) 12.9 Lary 14.7 15.4 15,9*|) 17. 2a 
Government and municipal bonds IX .. 1.4 Wei ire. ae 1.8 Ds 2.6 Su al oa 3.4 as 4.2 4.7 5.0 

Other portfolio investment VII1........... wos) Ba2 Bold ne 23 4.1 4.4 4.6 4.6 4.7 4.7 ay 4.7 5.2 

Miscellaneous investments VIII .........ccceceeeeeeeeee 0.3 On Ons Os 0.3 0.9 gsm Lier 3) ilar! ileiays ives} ite} Za) 2.2 
Foreign long-term investments in Canada { 
nd 1 PMD, Gee epee ene yee teen tera ncorcaere 6.0 7.6 6.9 geal 8.0 BU 5es) 19.0 20.9 Bee Zan6 24.9 26. 1 27.4 29.5 | 
Equity of non-residents in Canadian assets 
POINT OG ns caste orotic as aches inesenearaees Seatsesvestiectean ducks a 022 OE) 0.3 0.8 0.9 1.0 ifeul ibe ee} na! 1.6 1. Gat 
Canadian dollar holdings of non-residents ...... me Ons 0.3 0.4 0.4 O25 0.5 0.6 0.6 0.6 0.6 0.6 0.6 | 
GrosSilVabilities 2 iieerscaces ctecer ater oteeee 6.4 8.0 7.4 eG 8.7 18.7 20.4 22.4 24.0 25.4 26.8 28.1 29.5 | Silas tl 
NU MUDLO IMS UAL Seana ausetncsic: cack scssgeeteccosemngeeee ss Ou 4.9 Gi 5) 5.4 6.4 ie al 15}5 5) lee, @) 18.0 ROS 20.6 2200 23..1*| 25a 

United Kingdom? Pet 2.9 2.6 1.8 15:8 Boal Bone 3.4 325 Bo 15) 3.6 Sto) S20 Scag 
Other countries”? (0), 2 0.2 0n3 0.4 O25: Teed eT he Wh 24: 225 2.6 226 2.8 3.1 
Short-termepayvables miles s ce.censssecueesse essence 3% 5 ies 0.6 0.6 1.0 ike al 1.4 eG: 1.9 2.0 PAS) 3.2*5| 3.45 | 
Gross liabilities 6. 4° 8.0? eae 8.2 9.3 1956-2205. 23.8 25.6 Ho B 2858) | s0n4 93258 35.2 | 
Canadian assets: 
Direct investment VII .............:0.00+ 0.4 0.4 On 0.7 0.9 ws it Pil Dee 255 2.6 2.8 Ol 3°53 3.5 
Portiolio investments VIL 2... 0.5 0.8 Oe Fh 0.6 0.6 ileal et 12 1.3 1.5 Meek 1.8 1.9 2. 0h 
Government of Canada credits VII aa = — 0.7 AO V6 Has) a5 15 lew! ies! ile i eb 1.5 
Government of Canada subscriptions to inter- 3 | 
National Investment Agencres oe... = _ = = Ou 0.1 0.1 0.1 eal (Oval 0.1 On 0.1 Ont} 
Miscellaneous investment) Weer .cstevectcenecceee — _ - = = -0.1 -0. 1 — _ Ont On Os 0.4 0.64 
Canadian long-term investments abroad ...... 0.9 115 33 1.4 2.0 3.6 4.7 4.8 5.0 Fyenes Asan 6.1 6.6 ae 7.8 4 
Government of Canada holdings of gold and ' 
PONGLSMMCK CHAMP Cm Vilmeamromceeeeene ce isaveeeone carers - — 0.5 the 4 es 2 1.8 1.9 1.8 1.8 We? PRI 2.8 2.9 2.999 
ING GUM OSLUVOM are sete wtecctacs cass uedsies soaeaeesncencncsse Onl Opn 0.1 (O}e ail 0.2 0.2 -0.1 -0.1 0.2 0.4 | 
Other Canadian short-term holdings of ex- 
CAB meiner tee saatan teste crerses sev aac caree ch evierenieey: S : _ 0.1 Opell 0.9 0) 1.0 le? he it 110) 583 1.8 Ley 
1 
Gross assets? 1S ils} 1.9 3.9 5. 1 Te 53 vou 8.0 8.5 oh 9.7 10.6 12.2 | 1238 
Government of Canada holdings of gold, 
foreign exchange and net IMF position| — = 0.5 V7 ila 1.9 2.0 ilo) 2.0 2.4 2.6 Zell Bol Bb) || 
THUS CESCALCS to mera ncaene eater meee meee ene Ona 0.9 0.9 ils 0) eB 3.0 Bill a8 Saal 3.9 4.1 Cd es 4.9 5.9 |} 
United Kingdom?? 0.1 0.1 0.1 Ong 158 oil 1. 4 1.4 ile) eD 1.6 om 2.6 2.2 | 

Other countries? On On5 0.4 0.5 0.9 ie B Hens! 18 as 1.4 6,5) Week: Hels 15 

Short-term receivables n.i.e ie a ane (Oe 2 0.2 0.4 0.5 0.5 0.5 OS 0.5 0.5 0.4 Oz 

GrOSSeASSCUS peers corectr aces ce Sersatas tases sve reeanesal 1. 3? 1.57 1.9? 4.0 Dos 7.9 8.2 8.5 8.9 9.7 10. 2 11,0 12.6 1330 
Canadian net international indebtedness: | 
INGtulADUNELES sere cere caroes osceehac eae eee eens 5. 1? 6.5? 5.57 a2 4.0 11.8 igh 15.3 16. 6 17.7 18.6 19,4 20,2 | 22m8 
Government of Canada holdings of gold, 
foreign exchange and net IMF’ position = — -0.5 -1.7 —1.3 -1.9 7519) -1.9 =2 0) -2.4 =2. 6 —2.7 -3.1 Sone 
WMICEC States 2 tere eres ccesecttcceatereceee sce .8 4.0 3.6 4.4 Boal te 12.4 TSAO 14.3 ila, 16.5 17.3* | 18. 2*|| Lomi 
United Kingdom?” 6 2.8 2.15 ile tt One 1G 1.8 1.9 2.0 DO 200 toe || oe 1,5 

Other countries? a3} =—0.3 -0.1 -0.1 -0.4 0.3 0.4 0.8 ily at ibe feat 1. 4* Tere) 1.6 
Short-term n.i.e.* a me a 0.4 0.4 0.6 0.6 1.0 ile, at 1.4 1.6 1.8 2 On 3.0 | 

S| = 1 = 


1 Por missing years see Table 12 in ‘‘The Canadian Balance of International Payments — A Compendium of Statistics from 1946 to 1965’’ (DBS Catalogue, 


No. 67-505). 


? Excludes short-term receivables and payables. 
3 Includes international investment agencies. 


“Country distribution not available. 


> Includes $0.9 billion finance company obligations. 
® Includes $0.2 billion medium-term non-marketable United States Government securities acquired under the Columbia River Treaty arrangements. 
7 Includes export credits by Government and private sectors less reserve against Government inactive assets. 

® Net external assets of the chartered banks of Canada amounted to $370 million in 1926 and $180 million in 1930. 
° Excludes Government of Canada holdings of gold and foreign exchange. 


* New series not strictly comparable with earlier years. 
Note: As figures are rounded, totals do not necessarily equal the sum of their component parts. Roman numerals refer to tables with further detail. 


General note applicable to all statistics of foreign investments in Canada 


Common and preference stocks are included at book (equity) values as shown insthe balance sheets of the issuing companies, bonds and debentures ar 


valued at par, liabilities in foreign currencies being converted into Canadian dollars at the original par of exchange. 
Investments in Canadian companies have been classified according to principal activities in Canada. 
Investments in Canada shown as owned by residents of the United States and the United Kingdom include some investments held for residents of othe | 


countries. 


For more detailed explanations see ‘‘Canada’s International Investment Position, 


1926-1954’. 


TABLE VI. Canada’s Official Holdings of Gold and United States Dollars,': 1953-66 


At end of 


VIE Gece tea eter se ee coh ee rece ae eee 1, 845.3 
UIE cece ae jw O sl 
September .. a ilin its (Guess 
December stealth 3) 


1 


millions of U.S. dollars 


* Gold, United States dollars and short-term securities of the United States Government held by the Exchange Fund Account and other Government accoun! | 


and net holdings of the Bank of Canada. 


? Includes some funds representing special international financial assistance in the form of central bank swaps and/or net IMF drawings. 


1953 1954 1955 1956 1957 1959 1960 1961 1962 1963 1964 1966 


1,827. 2|1,871.5/1, 871.4]1,923.6]1, 867. 7/1, 888.3]1, 856. 1 1, 934.9 |1, 709. 4 |2, 600. 1] 2, 465. 5} 2, 554. 1 |2, 509. 
1, 863. 3/1, 930. 4/1, 899.5} 1, 941. 8]1, 921.4]1, 934. 2]1, 773.9 |1, 985. 2 |1, 808. 77/2, 691. 6] 2, 533.9] 2, 480. 1 2, 341. 
1,898.6 ]1, 936. 7]1, 903. 5]1, 889.91, 888. 2}1, 938. 3]1, 813. 0/1, 924. 3 |2, 444. 6712, 568. 3] 2,624.5] 2, 614. 1 |2, 244. 
1,942.61, 900. 8]1, 936. 2/1, 828. 3|1, 939. 1]1, 869. 2]1, 829. 2 |2, 055. 8 |2, 539. 4712, 595. 0| 2, 674. 3| 2, 664. 5 |2. 235. 


} 
{ 


i 
1 
} 


{ 


soe 


TABLE VII. Canadian Long-term Investments Abroad,' Selected Year Ends, 1926-66? 


Direct investment in branches, Portfolio investment in Total 
Subsidiaries and controlled companies foreign securities private Goverment 
Location and year ; ar long-term | of Canada Total 
Railways | Industrial Mining Other Total Total investments| credits 
and and and eanecmne direct Stocks | Bonds | portfolio abroad 
utilities |}commercial | petroleum investment investment 
millions of dollars 
In all countries: 
397 a as 493 890 36 926 
<3 ie age ee 443 on Ns 789 RY Sia 1, 263 
249 289 123 10 Ovals Bala 208 719* 1,390 31 1,421 
239 337 138 6 720 454 167 621 1,341 707 2,048 
246 414 155 7 822 426 153 579 1,401 1,816 3,217 
276 553 91 6 926 477 161 638 1,564 2,000 3,564 
429 1,250 427 43 2,149 868 250 Ls 3,267 1,528 4,795 
457 1,343 408 78 2,286 934 249 Tse 3,469 1,495 4,964 
456 1,482 445 84 2,467 1,050 265 ily Bai 3; (02 1,462 5, 244 
504 1,566 414 iP 2,596 1,195 276 1,471 4,067 1,424 5,491 
475* 1, 769 426 114 2, 784 1,445 278 1,723 4,507 re OM 5, 808 
499 1, 892 510 181 3,082 53 1 275 1, 806 4, 888 1, 285 6,173 
489 2,087 504 218 3,298 1,652 290 1,942 5, 240 il yaya ley 6, 757 
538 2,196 | 494 267 3,495 1, 836 300 2,136 5,631 1,495 Thee2iT. 
574 2,393 494 276 Se On 1,451 
In the United States: 
MED AMM ccnctatscconcsieesvscaues clases vcweveces Bil 176 21 4 412 380 121) 501 913 - 913 
1945... 212 214 25 4 455 SLi 92 409 864 _ 864 
1947 PIB Pi) 37 5 Dou 283 83 366 897 897 
1949 247 413 58 3 (x 345 98 443 1, 164 = 1, 164 
1958 379 833 197 31 1,440 659 111 770 Ds) _ PY 40) 
1959 382 862 182 63 1,489 734 111 845 Ooe: — 2,334 
374 971 209 64 1,618 827 120 947 2,565 - 2065 
420 1,018 208 78 1,724 938 119 1,057 2,781 _ 2,781 
431 1,092 188 1S 1, 786 1, 124 116 1, 240 3,026 _ 3,026 
439 ify MONS 262 Hens 1,922 1, 207 110 aly Sealy 3 PB) - 3, 239 
424 1,158 239 146 1,967 IE Sse 118 1,455 3, 422 vate 3,641 
450 1,192 250 149 2,041 ila 119 1, 634 3,675 187° 3,862 
474 1, 283 206 eS 2, 100 156? 
— 53 — 6 59 Be: 21 43 102 _ 102 
— 53 _ 1 54 26 27 oe 107 561 668 
_ 64 - - 64 26 26 52 116 5 3B! 1,447 
— 58 - 1 59 Pal 19 40 99 1,434 1, BSS} 
3 196 — 1 200 27 14 41 241 et 5s 1,366 
10 224 _ 1 235 75) 12 37 272 eLOSs 1, 380 
14 240 _ 3 257 26 16 42 299 1, 092% Treo 
We 271 — 5 288 45 16 61 349 1,074* 1,423 
9* SPALL - 8 344 Sil 16 67 411 OST. 1, 468 
9 367* _ 16 392 53 16 69 461 1, 039% 1, 500 
8 432 il 16 457 55 15 70 527 1, 059% 1, 586 
10 480 3 15 508 60 14 74 582 1, 078* 1, 660 
9 534 7 7 567 1,059* 
7 30 17 - 54 7 15 22 76 = 76 
7 34 28 _ 69 rl 12 19 88 - 88 
8 47 30 _ 85 7 11 18 103 _ 103 
6 Dl 19 — 76 6 8 14 90 _ 90 
il 102 150 7 266 8 2 29 295 34 329 
8 120 153 10 291 8 19 27 318 35 353 
10 121 156 12 299 10 18 28 327 35 362 
15 95 145 24 279 11 30 41 320 30 350 
16 132 162 26 336 12 31 43 379 25 404 
17 149 163 48 sluir/ 13 29 42 419 29 448 
21 186 169 50 426 14 32 46 472 25 497 
28 193 148 84 453 15 31 46 499 19 518 
38 206 169 92 505 NT 
31 30 85 _ 146 102 51 153 299 31 330 
20 36 85 1 142 104 36 140 282 146 428 
21 31 88 2 142 110 33 143 285 485 770 
23 Bil 14 2 70 105 36 141 2 lal 566 177 
40 119 80 4 243 174 104 278 521 369 890 
57 137 73 4 271 167 107 274 545 352 897 
58 150 80 5 293 187 111 298 591 335 926 
57 182 61 5 305 201 NitBt 312 617 320 937 
19* 218 76 5 318 258 ps) 373 691 219° 910 
34 268 85 4 391 Pye | AIBA, 378 769 Piles 986 
36 Syl 95 6 448 246 125 Saal 819 214° 1,033 
50 331 93 19 493 246 136 382 875 2148 1, 086 
De 370 bal) 30 565 209° 
EA i ee: Gi 2 fae ree OH hi 


‘Figures exclude investments of insurance companies and banks (held mainly against liabilities to non-residents), subscriptions to international invest- 
ment agencies (Table V), and miscellaneous investments (Table V). Figures include the equity of non-residents in assets abroad of Canadian companies (Table V). 
, For years 1951-58 see Table VII, ‘‘The Canadian Balance of International Payments, 1961 and 1962, and International Investment Position’’. 
, Medium-term non-marketable United States Government securities acquired under the Columbia River Treaty arrangements. eh 
c Includes deferred interest amounting to $22 million in 1956, to $44 million in 1957 through 1963, to $64 million in 1964, to $83 million in 1965 and 1966. 
3 Includes investments in Newfoundland prior to 1949. 
Includes $7 million United Nations in 1962 and 1963, and $6 million in 1964, 1965 and 1966. 
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TABLE VIII. Foreign Capital Invested in Canada, Selected Year Ends, 1945-65 
Classification by type of assets and nature of national ownership 


A. Owned by all non-residents 


B. Owned in United States 


| 
1,584 
1,585. 


8,810, 
3, 545, 
13, 940. 


\ 


4,618 


1,32. 


13, 94 
4,61 
3, 4 | 
1, 3! 


23, 31 


Long-term investments 2 
in Canada 
1945 1959 1960 1961 1962 1963 1964 1965 1945) | 2959) 1960 1961 1962 | 1963 1964 1965 
z af =a a Ss | ee es ee 
millions of dollars 
By type of assets 
Bonds and debentures: 

Government and municipal? ............. 1,662| 3,112| 3,269} 3,438] 3,737] 4,207] 4,682 4,965] 1,450) 2,764 2,903 | 3,049] 3, 387] 3,869 | 4, 336 

FRA W AV Spee Hiv ce sieuteectedsieuse Mneeoveteaas 843 492 499 Sl 475 483 509 520 495 159 152 174 143 int 158 

Other Gorporatlonse. ke cstvessercscsnessese 561| 2,241] 2,309] 2,400] 2,672] 2,860) 3,056 3,614 414] 1,924 1,980 | 2,124] 2,402] 2,585} 2, 786 

SUD- LOCALS ook cnecseccatecteccceereoncceeesceee 3,066| 5,845) 6,077| 6,350] 6,884] 7,550] 8, 247 9,099| 2,359] 4, 847 5,035 | 5,347) 5,932] 6,605) 7, 280 
Capital stock of Canadian com- 

PAUL OS ee eragees ances sevegadtessecctaadencCauedetnes 3,194] 9,916 }10, 480 |10, 865 |11, 631 |12, 009 | 12, 668 V3e ost e208 welt 7,472 | 7,894| 8,466] 8,907 | 9, 446 
Other corporation assets? ........seeeees 548] 3,490| 3,965] 4,429) 4,457) 4,681] 4, 373 4,696 413] 2,954 3, 294 | 3,654] 3,727] 3,940 | 3, 469 
Income accumulating investment 

PGS oe coevateeasecdoervocssicedisncadtatetsder sewn = 321 264 266 164 123 42 - _ 321 264 266 164 123 42 
Miscellaneous investments..........ccce D841, 285 ely 4283) O96 ||| cusses a daleeOS a PP Wet 1320 587 653 840 872 904 | 1, 206 

Potal-in vestments: .)./...cche-secseese 7,092 )|20, 857 |22, 214 |23, 606 |24, 889 | 26, 134/27, 367 29,507] 4,990 |15,826| 16,718 18,001 19, 155 |20,479 |21, 443 

By nature of national ownership 

I. Direct investments (controlled 

in country of ownership): 
Bonds and debentures: 
EREUULWIOUY Sop sere Mesos dateter es Sec awesencayet 46 28 14 13} 4 4 3 3 38 24 10 10 1 il 1 
Other corporations . 28k | 1a eal erate ters 4Gi el oOo Erk, OOo jk Ooh 1,673 254] 1,106 1,116 | 1,255] 1,486] 1,523) 1,470 
SUD=EOLALS jossccereectvaeszseracacrcss 327| 1,210) 1,225] 1,359] 1,569] 1,612) 1,570 1,676 292} 1,130 1,126 | 1,265) 1487) 2,524 |) laa 
Capital stock of Canadian com- 
IDAUTTLG Si ected car casecace Cocereteeseeastacenves 1,860] 7,324] 7,839] 8,190] 8,983] 9, 529/10, 232 TPL | L613 5; 922i" 65-263"| 6,51 9ill ip OSI le ty Olean mo mrne 
Other corporation assets? 526] 3,372] 3,808! 4,188] 4,108] 4, 293) 4, 087* 4,421 399 | 2,860 3,160*| 3,440] 3,426) 3,618) 3, 253* 
Total direct investments ...... 2, 713/11, 906 |12, 872/13, 737/14, 660|15, 434/15, 889*| 17,208] 2,304] 9,912) 10,549 |11, 284/12, 006 |12, 754 |12, 961* 
Il. Government and municipal bonds! | 1,662} 3,112] 3,269] 3,438] 3,737] 4,207] 4, 682 4,965| 1,450/ 2,764] 2,903 | 3,049) 3,387] 3,869 | 4, 336 
III. Other portfolio investments (not 
controlled in country of owner- 
ship): 
Bonds and debentures: 
Railways: 
Controlled in Canada............ "95 462 483 497 470 478 505 516 457 134 141 163 141 149 156 
Controlled in other coun- 
CTV Ronco nccastscesseerrestecceevens 2 2 a 2 i if 1 1 - 1 1 1 1 1 1 
Other corporations: 
Controlled in Canada............ 220 fiat 809 791 836 WASH | ah, aWeSL oGe 158 696 749 771 815 954] 1,117 
Controlled in other coun- 
ELUCS Rees Sestohen-soace Merete 60 286 289 263 Pal 2US 348 378 7) 122 Alias) 98 101 108 199 
SUD-COUAIST Crocceceesetscseuessteteoe WOR T5233) SL 583) el aose lo Coll. Goll meee: 2,458 617 953] 1,006 | 1,033] 1,058] 1,212] 1,473 
Capital stock of Canadian com- 
panies: 
Companies controlled in 
(Cana dl aes chee ener oeNemetence 124925322! 2) 340) 2,395 eo sol 2189 253d 2, va 462} 1,100 1,104 | 1,215] 1,259) 1,198] 1,165 
Companies controlled in other 
COUNUICS rs. cain ecuse merce 85 270 301 280 297 291 305 308 13 95 105 100 108 97 104 
Other corporation assets:? 
Companies controlled in 
@anad apr cco Be eee 16 93 20 197 PAS HH BAT 195 169 13 719 LT, 187 263 284 135 
Companies controlled in other 
COUMEIC Site eee een een eee 6 25 28 44 52 61 91 106 1 15 17 27 38 38 81 
Income accumulating investment 
GUNS net. ctcus eek erneinesaanesesn: _ 321 264 266 164 123 42 =— - 321 264 266 164 123 42 
Total other portfolio invest- 
MGI ic. etrctac ran eae as 2,433] 4,554] 4,645! 4,735) 4,739] 4,722] 4, 759 5,163} 1,106) 2,563 2,613| 2,828] 2,890) 2,952} 3,000 
IV. Miscellaneous investments: 
Real estate, mortgages, assets 
administered for non-resi- 
dents, private investment 
COMPANIES HOUC ctersasucestrersesvesene 284! 1, 285) 1,428) 1,696) 1,753) 1,771) 2, 0387 aaa 130 587 653 840 872 904} 1, 206 
SUMMARY 

Po Directanvestments 5 eerste 2,713) 11, 906] 12, 872] 13, 737] 14, 660] 15, 434] 15, 889*| 17,208} 2,304] 9,912] 10,549 |11, 284! 12, 006] 12, 754/12, 901* 
II. Government and municipal bonds] 1,662] 3,112] 3,269] 3,438] 3,737] 4,207] 4,682 4,965] 1,450] 2,764) 2,903] 3,049} 3,387] 3,869] 4, 336 
III. Other portfolio investments .......... 2,433] 4,554) 4,645) 4,735) 4,739] 4,722) 4,759 HGS LOG] S208 2,613] 2,828] 2,890) 2,952] 3,000 
IV. Miscellaneous investments............ 284) 1,285) 15428 15696) 1,753] 0 de a7die2, Osn Peal 130 587 653 840 872 904| 1, 206 

Total investments..................00. Mes 20, 857| 22, 214| 23, 606) 24, 889) 26, 134| 27, 367 29,507] 4,990| 15,826] 16, 718|18, 001) 19, 155] 20,479} 21, 443 
—-—— — - 2) | ath ! ‘l ee ie 


See footnotes at end of table. 
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TABLE VIII. Foreign Capital Invested in Canada, Selected Year Ends, 1945-65 — Concluded 
Classification by type of assets and nature of national Ownership 


C. Owned in United Kingdom D. Owned in all other countries 


Long-term investments 


in Canada | 
1960 1961 1962 1963 | 1964 | 1965 1945 1959 1960 i961 1962 | 1963 1964 1965 
millions of dollars ag 
By type of assets 
Bonds and debentures: 

Government and municipal? ............ 157 141 127 147 137 121 111 100 55 207 239 242 213 247 235 di 

Railways Koes 316 291 290 288 264 259 259 262 32 42 57 50 68 73 92 +h 

OPEL SCOTDOTATIONS é2..<.c7e.-ks..cesecncs 116 206 214 185 178 178 12 160 Syl til 115 91 92 97 98 94 

D1) S031 eer eee 589 638 631 620 579 558 542 522 118 360 411 383 373 387 425 444 
Capital stock of Canadian com- 

SHUTS)... SRR oe eee ec eeee  e 973 | 1,983 | 2,078 | 2,023 | 2,083 | 2,040 | 2,098 | 2,150 133 816 930 948 | 1,088 | 1,062 ile Gert) TS TOM 
Other corporation assets? 103 378 439 515 509 Br2 627 624 32 158 232 260 221 229 QT 314 
Miscellaneous investments ................ 85 200 Pili 223 228 221 209 202 69 498 564 633 653 646 622 645 

Total investments ...................... 1, 750 | 3,199 | 3,359 | 3, 381 | 3, 399 | 3,331 | 3,476 | 3, 498 352 | 1,832 | 2,137 | 2,224 | 2,335 | 2,324 | 2,448 2, 704 
By nature of national ownership 
I, Direct investments (controlled 
in country of ownership): 
Bonds and debentures: 
BMAD Bes PO) se «doses sve av extoseveootte 8 4 4 3 3 3 D) 2 5 = = es ks a = =e 
OPHeTCOMPOTATIONS! ...c2..eccsarcreses is} 39 46 38 24 25 So Sil 14 oi 49 53) 55 60 62 58 
SU LESU TY, ES sashes eee aeeeeacey sees 21 43 50 41 27 28 37 33 14 ae 49 53 55 60 62 58 
Capital stock of Canadian com- 
“SENT DS ae en eee ee 226 972 VROS TE OU 2 ae i209 Wel de et ost, bd S07 21 430 519* 539 681 673 724 904 
Other corporation assets? ............ 101 369 428* 500 470 465 576 583 26 143 220* 248 A 210 258 293 
Total direct investments ...... 348 | 1,384 | 1,535 | 1,613 | 1, 706 | 1, 737 | 1,944 | 2,013 61 610 788 840 948 943 1,044 | 1, 255 
II. Government and municipal bonds! 157 141 127 147 137 121 111 100 55 207 rae) 242 213 217 235 247 
Ill, Other portfolio investments (not 
controlled in country of owner- 
ship): 
Bonds and debentures: 
Railways: 
Controlled in Canada ............ 306 286 285 284 261 256 25 260 32 42 yi 50 68 73 92 103 
Controlled in other coun- 
OER 03 ee NPR eene Leet 5 2 1 1 1 _— = _ _ - - — - _ _ — = 
Other corporations: 
Controlled in Canada ............ 46 28 19 3 4 5 5 6 16 49 41 17 17 20 19 30 
Controlled in other coun- 
PVRS ME oct en ceed stick ce 57 139 149 144 150 148 132 123 1 25 25 21 20 uly 17 6 
CSUN EY es eee 411 454 454 432 415 409 394 389 49 116 123 88 105 110 128 139 
Capital stock of Canadian com- 
panies: 
Companies controlled in 
(CHASTE) so pect nee Rae ee 691 935 924 860 787 708 674 660 96 287 312 320 305 283 292 296 
Companies controlled in other 
BOUNULLCS 2 hes eseee. toeesececenes wuts 56 76 97 91 87 88 93 93 16 99 99 89 102 106 108 101 
Other corporation assets:? 
Companies controlled in 
CORUIOG Ty acecite ARERR: (oy Een see 2 4 5 6 30 36 48 38 al 10 uf 4 4 7 12 12 
Companies controlled in other 
SITS Mabe soda eee ccs ub hie = 5 6 9 9 11 3 3 5 5 5 8 5 12 7 9 
Total other portfolio invest- 
TH OIUS Wess ctecacatv anes secunstecs save 1,160 | 1,474] 1,486 | 1,398 | 1,328 | 1,252) 1, 212 | 1,183 167 517 546 509 521 518 547 557 
IV, Miscellaneous investments: 
Real estate, mortgages, assets 
eo meted for non-resi- 
ents, private investment 
BOD UMLES. OL Cs ycsviy-csncccsnescreares’ 85 200 211 223 228 221 209 202 69 498 564 633 653 646 622 645 
SUMMARY 

I, Direct investments ..............0006 348 | 1,384] 1,535 | 1,613 | 1,706 | 1,737] 1,944 | 2,013 61 610 788 840 948 943 | 1,044] 1,255 

Il, Government and municipal bonds 157 141 127 147 137 121 111 100 55 207 239 242 213 217 235 247 
II. Other portfolio investments.......... T)£60 | 15474) 12486 | 1,398 | 153289! 1, 252)) 1, 212) ) 1, 183 167 517 546 509 521 518 547 557 
IV. Miscellaneous investments .......... 85 200 QV 223 228 221 209 202 69 498 564 633 653 646 622 645 

Total investments.................... 157505), 319914), 3; asl 3, 381 | 37099 I 3,331 | 3,476 | 3,498 352 | 1, 832 | 2,137 | 2, 224 | 2,335 | 2,324] 2, an, 2, 704 
1 8 
4 


1 For division into Government of Canada, provincial and municipal see Table IX. 
? Includes net assets of unincorporated branches and other long-term investments. 


= Dh 


TABLE IX. Foreign Capital Invested in Canada, Selected Year Ends, 1945-65 
Classification by type of investment 


{ 
t 


| 


iY 


; A. Owned by all non-residents B. Owned in United States 

Long-term investments / 

in Canada by type 

sakes ena 1945 | 1959 | 1960 | 1961 | 1962 | 1963 | 1964 | 1965 | 1945 | 1950 | 1900 | 1961 | 1962] 1963 | 1964 | 1965 ¢ 

- a millions of dollars 

Oe diane Hea as ae ee 726 612 611 657 788 899 897 880 682 383 382 416 576 695 690 675 } 
is SANS IAT eee a tog noe cee Sens ase 624 1,585| 1,632| 1,743| 1,862| 2,217] 2,564] 2,828| 574] 1,509] 1,544] 1,641| 1,768| 2,127] 2,469] 2, 729 

Municipal ; Rate 4 eer 312 915 1026 MOSS el, OST elm Ly22i ete 194 872 S17 992] 1,043] 1,047 rien lari 1, 2144 
Sub-totals 1, 662 3,112] 3,269] 3,438 | 3,737] 4,207 | 4,682] 4,965] 1,450] 2,764) 2,903 | 3,049| 3,387| 3,869 | 4,336] 4,618 

Manufacturing: 
7 09 551 586 620 654 653 TESah 
Vegetable products ........::... 268 664 720 749 787 824 828 891 199 5 

Animal products «...:-cceees : os ie eo ae ae ae ee tae re oe ey Ke et a ae i. 

Woodend paper products - 455 | 1,211] 1,315] 1,410] 1,464| 1,545 | 1,703 | 1,897] 383] 1,026] 1,116] 1,207] 1,242] 1,323] 1,422 | 1,6gau 
HrON ANG PTOMUCTS eeer a -ent-ceenx- cree 319 1,451 Ly S80) Te Gai eh, 742 e895 1,952 2, 20 PRY ae, 1, 286 || 1, 339i)" 1, 425i ieond 1, 643 1, 913 
Non-ferrous metals............. Seer 274 L, 153 i ilbyay |e abe aelo | aleezalil || ab yee talent 295) 209 928 928 oi bbe ds — Ab; 0s 
Non-metallic minerals ................ 57 227 276 286 310 321 314 Ss} 48 142 151 58 5 
Chemicals and allied products 169 660 698 768 810 848 | 1,094 i229) 124 473 492 Boo 584 623 851 994 
Miscellaneous manufactures...... By 92 98 108 116 122, 133 150 34 86 92 101 109 15 127 143 

Sub-totals (excluding petro- 

Sani refining) ....... cation, 1,723 | 5,726| 6,115] 6,446] 6,731) 7,074 | 7,532 | 8,366] 1,382] 4,530 | 4,818) 5,142] 5,361] 5,703) 6,096 | 6,934 
Petroleum and natural gas ............. 1600) Sea oul Ss ea OZOlea OAM an OSminnd 90 5, 192 152) 3,108 | 3,184% 3,444) 3,662) 3,945 | 3,964 | 4,170 
Other mining and smelting ............ Soe |} ily hes 1,977) 2) 1094) 25 297) 25347) | 25473) 2,055 Deeg |) aks Snes} 1,701 | 1,821] 1,998] 2,054] 2,115 | 2,199) 
Public utilities: 

RUMINW aly Sitter eae tere re 1,599 1,405 1,406) 1,366) 1,270) 15230 1, 236 1,038 720 472 479 506 472 476 491 401 
Other (excluding pipelines and 
public enterprises) ................. 493 739 743 656 691 590 605 666 374 544 anit bbs) How 505 553 619 
Siibstotal Smee nae eee 2,092 | 2,144| 2,149} 2,022 | 1,961} 1, 821 1,841 1, 704 | 1,094} 1,016] 1,030 | 1,019] 1,029 981 1,044 | 1,020 
Menehandisinet.-.ccues. esse eeesse oe 220 878 872 917 972 | 1,003 1,092 1,196 158 612 608 629 674 698 739 822 
Financial ......... hee Be ce nerers cies gi 5251) 2590 25,380) | 2,616 | 2) 688 |°2) 847 9) 25503"! 25-875 285 | 1,471 TSS lane ||) Leomeul ceaOoe 1, 617*| 1yses 
OfhementenpniSesacwes.<sscsesuecee essen 70 284 297 348 366 361 408 483 62 225 234 282 300 292 326 395 | 
Miscellaneous investments............. 284 te2385 1,428 | 1,696 | 1,753 | 1, 771 2,037 Pa Nihil 130 587 653 840 872 904 1, 206 1, 324 
Total investments ............0.... 7,092 | 20, 857 | 22, 214 |23, 606 i 889 |26, 134 | 27, 367 [2 507 | 4, 990 |15, 826 | 16, 718 [18,001 |19, 155 |20. 479 | 21, 443*| 23, 305 
=e 1 
C, Owned in United Kingdom D. Owned in all other countries 
is =I. 
1945 1959 1960 1961 1962 909 | 1964 | 1965 1945 1959 1960 | 90 1962 1963 1964 1965 | 
millions of dollars 
Government securities: 
DOminionmeascet ce ak. ecce creer — 60 48 50 48 34 21 10 44 169 181 191 164 170 186 195 | 
Provincial .. 45 48 47 67 60 58 61 62 5 28 41 35 34 32 34 37 
Mit C11) al Seeseecncaeetne = hie?) 33 Be 30 29 29 29 28 6 10 nil, 16 15 15 15 115) 
Sub-totals ...... 157 141 127 147 137 121 111 100 as: 207 239 242 213 217 235 247 
Manufacturing: 
Vegetable products 66 131 137 136 136 1153 158 152 3 24 32 27 Sh ine ily 26 
Animal products ............ 6 7 8 7 7 8 6 8 8 6 6 6 i 7 10 10 
MeKUICS Ore c a eee eae 38 59 55 De 48 46 47 44 4 2 2 2 2 2 2 4 
Wood and paper products......... ue 64 159 167 174 188 182 244 233 8 26 32 29 34 40 37 41 
TrOncan a OnOGuctSia essere ese: WW, 194 201 209 209 206 203 204 10 85 93 99 108 tie 106 114 
Non-ferrous metals See 64 192 188 177 183 184 182 182 1 30 39 35 36 32 40 44 
Non-metallic minerals ................ 8 45 55 54 66 67 49 50 1 40 70 74 82 83 86 78 
Chemicals and allied products 36 153 169 176 183 180 183 187 9 34 37 39 43 45 60 48 
Miescellaneous manufactures .... 2 5 5 6 6 6 5 6 1 1 1 1 1 1 1 
Sub-totals (excluding petro 
Veumsbehinine ieee 296 945 985 992 | 1,026 | 1,032 | 1,077 1, 066 45 251 312 312 344 339 359 366 
Petroleum and natural gas | 162 270* 296 355 380 449 524 1 185 Zon 289 367 378 386 498 
Other mining and smelting 60 160 152 148 184 161 211 199 19 110 124 125 115 132 147 157 
Public utilities: 
ItMUN ENS) ots terre conaonrerrarcte ake 806 783 W55 699 618 584 560 473 73 150 172 161 180 171 185 164 
Other (excluding pipelines and 
public enterprises)... : 90 WAS} 125 76 78 53 PAS) 24 29 70 67 67 56 32 27 23 
Sub-totals 896 908 880 775 696 637 585 497 102 220 239 228 236 203 212 187 
Merchandising 57 225 214 238 241 250 273 283 5 41 50 50 57 Ba 80 91 
Financial ...... Senesacbs 186 413 469 512 487 481 501 566 54 306 324 329 329 333 385 486 | 
Other enterprises Soot 6 45 51 50 45 48 60 61 2 14 12 16 21 21 22 27 
Miscellaneous investments 85 200 Pili 223 228 221 209 202 69 498 564 633 653 646 622 645 
Total investments 1, 750 | 3,199 | 3,359 |3, 381 |3,399 |3,331 | 3,476 | 3,498 | 352 |1,832 | 2,137 |2, 224 | 2,335 |2,324 | 2,448 | 2, 704 
a Nae, cel na a | 
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TABLE X. Foreign Direct Investment! in Canada, Selected Year Ends, 1945-64 
Classification by type of business 


A. Owned by all non-residents B. Owned in United States 
Direct investment in Canada 
by type of business by [ | | i J | if | Tl 
1945 | 1959 1960 1961 | 1962 1963 1964 1965 1945 1959 1960 1961 | 1962] 1963 1964 1965 
] millions of dollars 

anufacturing: 

Meeetable ProductS ....ccccccsecescoees 200 578 637 648 691 738 738 794 140 442 488 504 539 583 576 627 
BMRA OLOOUCTS «0c. cresssedesaasceceres vase 47 119 a2 135 140 153 160 185 44 108 111 125 129 141 148 171 
” SHUG) ere oe 56 117 118 122 124 HOY 129 141 28 68 72 78 82 87 89 97 
Wood and paper products ........... 348 951] 1,033 | 1,064} 1,098} 1,184] 1, 289 1, 359 316 822 886 939 950} 1,029; 1,078 1, 164 
MOM ATG PFODUCTS ......csacccceseeseoeace 277] 1,345] 1,441 | 1,504] 1,584] 1,730] 1,776 ZAOiS 272} 1,095} 1,198 | 1,248] 1,326] 1,479] 1,538 1, 769 
Bon-ferrous metals, ........c.es..0.» 211 977 983 | 1,020) 1,022] 1,034) 1,013 1,112 203 892 890 931 939 949 923 1,021 
Non-metallic minerals wo... 43 198 240 249 265 274 267 262 39 127 134 140 136 145 ils? 160 
Chemicals and allied products 144 637 671 741 780 822] 1,043 il, ieafis 118 460 478 538 565 605 810 947 
Miscellaneous manufactures ..... 33 89 97 106 115 120 130 148 31 83 91 100 109 114 125 142 

Sub-totals (excluding petro- 

MEUM LETIMING:)) (2.522 icc. -cc scan 1,359} 5,011 | 5,342 | 5,589} 5,819 | 6,182) 6,545 7,185 | 1,191} 4,097) 4,348 | 4,603} 4,775] 5,132] 5,439 6, 098 
etroleum and natural gas... 141} 3,082) 3,313 | 3,534] 3,901) 4,119] 4, 201 4, 530 141] 2,836} 2,885*| 3,060] 3,277] 3,464] 3, 472 3, 600 
ther mining and smelting ............ 237] 1,223] 1,439 | 1,549] 1,686] 1,758] 1,915 2,018 215] 1,146] 1,348 | 1,451] 1,595] 1,666] 1,774 1, 875 
tilities (excluding pipelines) ...... 375 282 285 289 294 299 301 306 358 217 224 228 238 250 276 286 
2) ORGANS) 0 oh ae ey oe 202 761 7157 804 859 883 967 1,057 147 505 501 520 565 586 622 695 
MEE rete Fee coe acai Ses Rea tecccesasliate 339] 1,289} 1,464 | 1,660] 1,769} 1,867] 1,596*| 1,685 198 904) 1028S T iris 1 287i) 1) 394: 1 031%). 104d 
MPMCTAUCTOTISCS: ....,.sccsedsccsoneconaseces 60 258 272 312 332 326 364 427 54 207 215 251 269 262 287 345 

JUS C25 cece eee 2, ae ease 872 ‘lee 737 |14, 660 | 15, 434 ps 889* 17, 208 | 2,304] 9, 912 |10, 549 fil, 284 [l2, 006 | 12, 754 |12, 901*| 13, 940 


C. Owned in United Kingdom D. Owned in all other countries 


= 
| 1945 | 95s | 1960 | 1861 | 1962 | 1963 1964 1965 1945 1059 | 1960 | 1961 1962 | 1963 1964 | 1965 


millions of dollars 


anufacturing: 
Vegetable products oo... 60 117 124 123) 129 146 152 147 = 19 25 21 23 9 10 20 
MAMUMAl DIOAUCES! <i......0ccccceeceseeeeeee 3 6 6 6 6 a 6 8 - 5 5 4 5 5 6 6 
*ORLINSS Se A 26 49 45 43 41 39 39 42 2 ~ 1 1 1 1 1 2 
Wood and paper products ............ 30 127 138 115 133 133 192 184 2 2 9 10 NS) 22 19 11 
MAAN PTOAUCTS .,...<..--eeceseseeenee 4 180 185 191 190 190 185 185 1 70 58 65 68 61 53 59 
Non-ferrous metals o.oo... eee 8 64 65 65 60 62 59 58 - 21 28 24 23 23 31 33 
Non-metallic minerals ooo... 4 34 38 37 49 49 31 25 - 37 68 72 80 80 84 vir 
Chemicals and allied products 19 150 162 170 177 176 alan 182 7 27 31 33 38 41 56 42 
Miscellaneous manufactures ...... 2 5 5 5 5 5 4 5 - 1 1 1 1 1 1 1 
Sub-totals (excluding petro- x 
leum refining) 20.00.0000... 156 732 768 755 790 807 845 836 12 182 226 231 254 243 261 251 
troleum and natural gas ............ — 116 208* 234 298 o23 390 470 _ 130 220* 240 326 332 339 460 
her mining and smelting ............ 22 68 66 62 67 63 104 100 = 9 Baye 36 24 29 37 43 
ilities (excluding Pipelines) ...... 16 40 40 38 38 33 14 13 1 25 21 23 18 16 11 7 
STRMPULGTSUINE. .,...cccccsvnscstsnsatssvoseusoes 51 219 208 231 236 244 268 275 4 on 48 53 58 53 Th 87 
SEONG 6 Ae na a 98 168 198 246 234 PPP) 265 261 43 217 238 243 248 251 300 383 
NEMCNGEIPTISES ........ccc.ceccessesseenee- 5 41 47 47 43 45 58 58 1 10 10 14 20 19 19 24 
ENG Se 348 | 1,384 | 1,535 | 1,613 | 1, 706 L 1, 737 | 1,944 2,013 61 oa 788 | 840 948 943 iba 044 1, 255 


Direct investment covers investment in branches, subsidiaries, and controlled companies; the figures are part of the totals in Tables VIII and IX. 
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Estimated Distribution of Ownership of Net Canadian Long-term Funded Debt, 
End of 1954 and 1965 
Classification by currency of payment 


Distribution of ownership 


Amounts 


outstanding Canada United United Other 
e States Kingdom countries 


1954 1965 1954 1965 1954 | 1965 | 1954 | 1965 | 1954 | 1965 { 


millions of dollars 


Debtor and currency 


Government of Canada, direct and guar- 
anteed excluding railways: 


Payable in Canadian dollars only’ ...... 127640 | 16,793 | 127284 16,248 265 340 WP} 10 69 195 
Payable in foreign currencies only .... 392 343 97 8 242 335 49 — 4 = 
Payable optionally in Canadian or 
ROTEUSTUCUINONCIC Steere secccsseeesns: seteeeeeo nes 9 — il — 8 “= — — _ _ 
Sub=Colal Sverre smote eater eensee nee 13,041 | 17, 136 | 12,382 | 16, 256 515 675 qi 10 73 195 
Provincial, direct and guaranteed ex- 
cluding railways: 
Payable in Canadian dollars only ...... 2,543 8, 169 2,456 7,810 45 270 30 61 12 28 
Payable in foreign currencies only .... HiILD 2,408 1 1 510 | 2,398 1 _ — 9 
Payable optionally in Canadian or 
LOPS HUSH N OWIGCENNCHES) 9 aa sernacsoc enscacoonecone 388 79 22 iy 359 61 ih 1 — = 
SUD COU ALS oe teres cet ests acces c Meet aes 3,443 | 10, 656 2,479 7, 828 914 | 2,729 38 62 12 37 
Municipal: 
Payable in Canadian dollars only ...... 1,491 4,117 1, 389 3,862 2 221 26 24 4 10 
Payable in foreign currencies only .... 285 981 14 3 267 970 3 3 1 5 i 
Payable optionally in Canadian or 
fOREUE TAGLINE CG Sheeye eee eee essences 87 39 Oy 15 54 DS 6 1 = = 
Sub= totals: W..icc.cme astesdeeeoeacoeian eer 1, 863 Eylchia 1, 430 3, 880 393 | 1,214 35 28 5 15 
Railways: 
Payable in Canadian dollars only ...... 895 1,596 850 1,446 30 52 "/ 15 8 83 
Payable in foreign currencies only .... 422 392 — De ES 102 287 247 2 20 
Payable optionally in Canadian or 
FOLEVENKCULTSN CICS yee oer acerca seeeee Dos 1 116 — 111 1 4 _ 22 _ 
Sub-total Svcs sees, eae eee ee 1,570 1, 989 966 1, 469 274 155 298 262 32 103 
Other corporations: | 
Payable in Canadian dollars only ...... 3193 9,516 EUS 8, 308 249 987 142 ial De 70 | 
Payable in foreign currencies only .... 689 2,448 9 85 664 | 2,331 11 9 5 23 
Payable optionally in Canadian or 
OWS SIN CHM CEINCHOS h ssssccossocsereersngrocee 86 61 18 18 68 42 — - — 1 
SUD-LOCALS Here nome een ee ee 


Total bonds and debentures: 
Payable in Canadian dollars only ...... 
Payable in foreign currencies only .... 
Payable optionally in Canadian or 
foreign currencies 


QUARTERLY STATISTICS OF THE CANADIAN 
BALANCE OF INTERNATIONAL PAYMENTS 


THIRD QUARTER 1966 - THIRD QUARTER 1968 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1968 are preliminary and data for 1967 are subject to revision 


1966 1967 
a3 TAEAL IV I i ie 
amanit millions of dollars 
A Current receipts: 
1 Merchandiserexportsu Cadi s ccc) mm esesmemen eee erent ne aerate 2095 2, 806 2,609 3,018 ZafOo 
3 Gold productionavailable for exportues see nr tener eee SZ SZ Sy) 28 26 
4 Mravel expenditureswe cece eee ee ee eee 455 128 82 346 708 
5 INECTES ANIC. CUVUCEN Csi seer ee eae etter eee eet By) 114 70 53 61 
6 Bireiont ama shimmers: acest ete cree crer een een famen eres or ee nee 210 ZO, 181 216 22) 
7 Inheritances and immileramuse funds eee ee eee ere eeneneueenenarsres 86 67 60 96 106 
11 AUINO ther: CUnrentareGChDUSie erase ime cet en ere ree eres 195 192 214 193 202 
Wy) Total Currentsrec CiptS ce he ee ey che eee 35 HONS} Sh SYA Sh ets 3,950 4,028 
B Current payments: 
1 IASI NANO MISE: Thejorey cess (ENON WGIEOD)  aoencerceceerstncogneroouavescsno?concoctuecvoonceooaconoseseoses 2,472 2, 766 2S SOUP Pe AOL 
4 Travel Exp enGitune sim secieess Aas eo Re es eee et ee SulS 155 209 230 278 
5 TMG eres tren GACinva Cem Cs yay ees pe eee creer inne erent ree 230 414 249 DY ie 270 
6 PirevohteanGes hi pws neers. cence eect Somer cee eaten a eee eee een 225 218 187 PL S\II 233 
7 InheribanGes andeerale rant set ln G Same yee een ne See een ares 60 58 42 47 65 
9 (GueaNcneeN oxoy UH OU OOURWOLIIS)) by) Baek ® Gereeeetoe aces con tercsenn Gonancs suteuntcrsbr ome oontantanadenton: 82 335 De 80 20 
11 ANSON ORHAN? COTO MUN ARNOINES) accor ceosccocecccretonceencussetse ssoomnerncehcrie ce orboesreneeeee 311 330 Bez By 7/ 343 
12 Total icurrent(paymentse tec ees one nee ee eT 3,695 Boe! 3, ey 4,230 See 
ic Current account balance: 
1 Merchandise: trad Gy ci c.20cenm sn rsnec orcs tener es See. re + 223 + 40 + 98 + 6 + 86 
2 Othertransactions. excluding 10) meee ss eens Nroe meee ener arces - 108 - 435 = Siex0, = PAVNe + 136 
3 Official: ComtripUllOnS= seen ee ee ec eee ee - 82 - 33 - 52 - 80 - 20 
4 ANG) E21 lee ro rare ee Ree eRed Ot Are hy toed Rca Beal of a OND, i +7 933 - 428 = 334 - 280 + 202 
D Capital account: 
Direct investment: 
1 Direc temVvies tiiemtyimm © aici cae etre ene eet em eer ent eco en Reena + 151 + 222 + 138 + 164 + 143 
2, DineG i imyCStniemtna ONO acl ieee teen eee eae ee een ene Cee ene + 80 =) St = 30 = 7 =) £25 
Canadian securities: 
Bini Trade in outstanding bonds and debentures .....c.cccccccsceceecereeeeeeee - 52 oo aS) —LO = 2? - 10 
So? Trade in outstanding common and preference StockS .......ccceeee = Sy Ss Bfs. =a 3 AK? + 30 
4 NIG WEIS SUC Sacre ene earn ce ee ee Tees Le ee + 303 + 228 + 317 + 291 + 274 
5 RGbiTenients en are ee atte. tke: ct Ca ee, tenn UO - 87 > isi - 58 =e133. - 48 
6,7,8 FORCUEN USC CUM LL CSE 5 eter eee een tol Lye Pr eset oe Mean - 103 - 93 5 WA: = 70 = 14 
Loans and capital subscriptions by Government of Canada: 
9 AGVANCESIRCEG tk cones SOO DE AN ram: Beene Cae RE inn een Lc eee - 9 - 17 - 3 - 3 - 9 
10 | Sass afeMipe Nea LHS) AIGy KOE AMENG I, dacstnca cha teeeenansceeenst we antec saeanerx heusereaMbsccsamectoan™ + il + 19 + 11 + 2, il 
11 Columbia Rivens brea tye n Ghee ccocsce tae ee orcete ek ae ee wane ce - + 32 - - - 
13 MONE -CeTINECADILAT ErATTS EC LOM SmI Cseete eee eee anne nnn = dil = Dee + 39 + 49 + 87 
Change in Canadian dollar holdings of foreigners: 
14.1 DODO SIGS rret cer eee MESA ort aa Wena a ORE See ee een + 2 + 12 + 48 - 59 + 7 
14.2 Government of Canada demand liabilities 2... ccecccecseseeeeeeeeeees + 5 + 8 - 6 - 7 - 2 
14.3 Canadiangrreasuryay ll Sane eect see ee eee ane nee ae arte + D - 9 + 15 + 8 uly 
17 Othercapitalemov.ementSeccet sere ee ee ee = BYas e255 eee 3 + 28 ee (PENS) 
E Net capital movement (excluding monetary items shown below) in: 
1 J GfSyaNee Hees an0) Sop araSs (AD UWM HO) IDOLS) ar acon wpecerctred- acters Goserochy oer co ec Oaaecece eee + 239 + 143 + 277 + 256 + 301 
2 Sjovovaedecenanne sdovaeatse GDLMEY WS) JODY oaceeeecqecssocoae eseanery deconeeer ce concer eabsnuotooecaressee S B50// + 266 + 44 = 30) = 47 
3 LW 2) Ulett lite eter Em OMRON EU er Pa tind OR T-6 CE Be Nea A Delay - 118 + 409 + 321 + 226 - 146 
H = C+E| Official monetary movements in the form of: 
1 Change in official holdings of gold and foreign exchange ............. - 105 = ile SS = Shy + 55 
2 Change in net International Monetary Fund posSition .......ccccceceseeee + 20 - 9 + 22 =e ley + il 
3 Reciprocal swap facility with Federal Reserve System = ~ i 7 . 


Ah 


Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A beeen uecgs trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 


ish fi! 


the annual reports on ‘‘The Canadian Balance of International Payments’’. 


A 11\This item includes government transactions n.o.p., personal and institutional temittances, miscellaneous income, 


B 11) insurance transactions, and business services. 


Stig: ae 


QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1968 are preliminary and data for 1967 are subject to revision 


F 


1967 1968 Annual totals our quarters 


ended 
September 30, 
IV I Tat Aleit 1966 1967 1968 | Ne 
millions of dollars 
A 
35057 33 Oy 3} 4iL She, Jay 10,326 iba Shei) 12,968 1 
26 29 28 27 ey iD me) 3 
168 79 235 548 840 nis Oz 1,030 4 
110 68 80 79 318 294 35i7, 5 
226 200 236 238 758 845 900 6 
7/3} Sy 102 128 268 337 362 7 
197 187 193 196 759 806 HIS alt 
3,859 3,639 Leer ile) ee) OV 375596 15,085 16,480 12 
B 
2,766 2,783 35,179 2,880 10,102 10,906 11,608 1 
160 209 203 31/5) 900 877 987 4 
399 292 3115 298 il S14) se ey) 1,304 5 
232) 201 244 245 823 884 922 6 
59 41 48 70 198 BS} 218 1 
29 14 39 51 166 181 WS3s) 9 
345 342 344 343 Uy 22s) Bw Sick Mal 
3,990 3,882 4,412 4,262 14,558 15,628 16 ,546 12 
Cc 
+ 291 + 236 + 362 + 471 + 224 + 481 e300) 1 
- 393 - 465 - 320 ="115 = p22) - 843 - 1,293 2 
- 29 - 14 - 39 = 51 - 166 - 181 - 133 3 
= AS SE} 3 + 305 Shy MO - 543 - 66 4 
D 
+175 + 10 + 200 + 185 + 710 + 620 + 570 1 
- 28 - 85 + 10 > 15 = 5 : 90 - 118 2 
= 14 ao eS) = tlk eoit3 = 104 : 56 : 91 3.1 
2 52 nS + 34 + 10 - 136 + 12 A) 3.2 
+ 418 + 408 + 706 + 489 + 1,465 + 1,300 + 2,021 : 
- 101 - 126 - 119 - 38 - 499 - 338 - 384 o) 
- 132 - 70 - 116 - 131 - 401 - 418 - 449 6,7,8 
mi 23 - 10 - 8 =a) - 35 - 38 - 56 9 
+ 20 + 2 + 2 + 1 + 24 + 34 + 25 10 
+ 44 - - - + 32 + 44 + 4h 11 
+ 94 + 30 + 15 Sets = 10 + 269 + 93 13 
ser) + 8 + 4 + 4 a 10 + 24 cE 44 14,1 
+ 11 -. 4 nee) eee 5 - 4 ete 2 14.2 
me 4 2 tas + ul + 11 - 15 4 + 33 14,3 
- 382 - 670 - 98 - 588 - 258 - 802 - 1,738 17 
E 
+ 505 + 121 + 713 + 427 + 1,061 ap il Sishy) + 1,766 1 
- 345 - 643 - 96 =e. - 258 - 778 - 1,656 2 
+ 160 Ss yA + 617 - 145 + 803 + 561 + 110 3 
H=C+E 
a = 823 + 355 - 43 - 462 + 34 + 340 1 
- 22 - 471 + 130 + 69 + 103 - 16 - 294 2 
- - 271 + 135 + 134 - - - 2 3 
Notes: D A minus Sign indicates an outflow of capital from Canada. 


D 1,2 Exclusive of undistributed profits. 


D 17 This item includes mainly changes in private and chartered bank holdings of exchange, international money market 
transactions, loans, and changes in open account commercial indebtedness. It also includes the balancing item 
representing unrecorded capital movements and errors and omissions throughout the accounts. 


H 3 Aminus sign indicates a receipt by Canada. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
Fourth Quarter 1968 and Preliminary Estimates for the Year 1968 


There was a further sharp contraction to $181 million in Canada's current account deficit from 
transactions in goods and services in 1968 which lowered it to one-third of the 1967 figure and almost 
$1 billion below the 1966 level. The improvement of $362 million in 1968 was the result of accelarated 
growth of over $800 million in the merchandise surplus, concentrated in the United States account, 
which was reduced by an increase of some $450 million in the non-merchandise deficit reflecting in 
large part the return to the pre-1967 pattern in the travel account after the temporary stimulus af- 
forded in 1967 by Expo 67 and other activities associated with Canada's centennial. 


Summary Statement 
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millions of dollars 


Merchandise trade balance ..... SaMeTS one Men e2e oe Gk oe 12905 + 291. + .231 eS) eC Oy/ mete 
Balance on non-merchandise transactions - 1,386 - 1,024 - 1,476 - 422 - 479 = 359° = 166 = 472 
Biuskent: account balance .)3.)).ie.te..3 Sikes OT. = 543 - LO y= 3248 - 4 + 301 - 230 
Capital movements in long-term forms .. + 1,061 + 1,339 +1,544 +505 +112 +721 +392 + 319 
Capital movements in short-term forms - 258 - 778 4- 1,010 = 345 = 629 - 97 - 532 + 248 
Net capital movement(1l) ....... headings oe tee OUD.) tee O Lo e534 60 = SL wo ttO24 = 140 wee 567 
Official monetary movements(2) ........ - 35 Ome toes 9 35364 29 = 765° 9+°620 4+ °161 , 4.5337 


(1) Excluding items in final line. 
(2) Change in holdings of monetary gold, foreign exchange and net balance with the International Mone- 
tary Fund less reciprocal swap facility with Federal Reserve System. 


The current account balance, adjusted for seasonal variations, was particularly strong in the 
second quarter of the year as external factors pushed up foreign demand for a number of Canadian com- 
modities. With the Canadian economy performing closer to capacity in the latter months of 1968 the 
demand for imports increased, and this combined with the deterioration in the travel account led to 
some weakening of the balance. 


Inflows of capital in long-term forms rose over $200 million to $1,544 million as new Canadian 
issues sold to non-residents approached $2 billion. Short-term capital outflows also rose by more than 
$200 million to reach $1,010 million. Included in these latter flows are amounts reflecting movements 
which have not yet been identified. As indicated later in this report, the errors and omissions ele- 
ment of the Canadian balance of payments during 1968 as currently measured reflects relatively large 
unidentified net payments of about $500 million. In accordance with past Canadian practice the figure 
has been included in the account with the United States as one element in item D17.5, covering "other" 
Capital transactions in short-term forms. It may, of course, reflect in part transactions which prop- 
erly belong to other categories. 


Canada's official monetary assets increased by $353 million over the year. The quarterly 
Movements reflect the speculative attack on the Canadian dollar in the first quarter of the year, some 
of the resources mobilized in defence, and the subsequent replenishment and build-up of these assets. 


The book value of Canada's balance of international indebtedness* is estimated to have exceeded 
$24 1/2 billion by the end of 1968. The increase of about $1/2 billion during the year reflected the 
net earnings accruing but undistributed on international investments as well as the financing of the 
Current account deficit. Long-term foreign investment in Canada was about $36 1/2 billion and other 
claims of non-residents brought the total of Canada's external liabilities to more than $41 billion. 


 - . . 
* The term includes equity investments as well as contractual borrowings and is used in the broad sense 
generally accepted in balance of payments terminology. 
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Canadian assets abroad had a book value in excess of $16 1/2 billion including long-term investments 
of about $10 billion. The most recent comprehensive estimates of the Canadian balance of international 
indebtedness were included in the report for the third quarter of 1968. 


Both total receipts and payments on international exchanges of goods and services between 
Canada and foreign countries climbed to new high levels in 1968 from the previous records established 
in 1967. The exports of goods and services advanced 13 per cent from $15,085 million in 1967 to a 
preliminary total of $17,106 million, while payments increased 11 per cent from $15,628 million to an 
estimated total of $17,287 million in 1968. The current account deficit accordingly declined consid- 
erably from $543 million in 1967 (and $1,162 million in 1966) to $181 million in 1968. 


Bilaterally the large decline in Canada's current account deficit was derived entirely from 
transactions with the United States as the payments balance dropped by $422 million. Surplus balances 
with the United Kingdom and other countries were lower by $45 million and $15 million, respectively. 


“Merchandise Trade (1) 


The merchandise trade surplus in 1968 rose to $1,295 million, amounting to over 2 1/2 times 
the 1967 total. As usual the second and third quarters of the year produced the strongest balances. 
However, it should be noted that the timing of imports and exports was dislocated to some extent in 
1968 by labour disputes which affected the St. Lawrence Seaway and some port facilities. In addition 
the introduction of Kennedy Round tariff reductions in Canada and other countries injected new factors 
into the trade environment, while the increasing rationalization of the North American automobile 
industry under the agreement with the United States was evident in the increases in both exports and 
imports. Overall trade in motor vehicles and parts contributed only a relatively small amount of 
about $75 million to the total improvement in the trade balance. 


(1) A more detailed analysis of Canada's external trade in 1968 prepared by the External Trade Division 
is published in the DBS Daily Bulletin of February 21, 1969. 


Merchandise Trade 1968 


Selected exports by destination with adjustments for Balance of Payments purposes 
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In 1968 total merchandise exports, adjusted for balance of payments purposes, as shown in the 
statement on page 27, increased by over 19 per cent compared with 1967 to $13,597 million. In absolute 
terms this growth in Canadian exports was by far the largest ever achieved and the largest over the 
past 17 years in percentage terms. Moreover the 1968 relative growth in merchandise exports was amongst 
the highest recorded in the world, being some 8 percentage points above the 11 per cent climb in world 
merchandise trade which was the largest increase since the end of the Second World War. 


The principal factor behind the Canadian export performance in 1968 was the strong expansion 
of the United States economy. Disposable income and consumption, despite increased taxes at all levels 
of government, continued to grow and gave rise to an increase in demand for imported goods at prices 
relatively attractive on a broad range of imports. Further, strikes or the threat of strikes in the 
United States in the copper, aluminum and steel industries necessitated resort to alternative sources 
of supply through imports for current consumption and stockpiling. 


The largest gain in exports was made in the end products group of commodities which rose by 
about 37 per cent to $4,243 million. Within this group exports of motor vehicles, engines and parts 
increased by over 50 per cent. The share of this group of commodities in total domestic exports rose 
from 28 per cent in 1967 to 32 per cent in 1968. Gains were also made in exports of the crude materials 
and fabricated materials groups. Within the former group significant increases took place in exports 
of iron ore, copper, nickel, crude petroleum and natural gas and asbestos, amounting to about $300 
million. Other relatively significant export increases in the fabricated materials group amounting to 
about $500 million were recorded for lumber, woodpulp, newsprint paper, fertilizers, petroleum and 
coal products, copper and alloys, iron and steel, aluminum and precious metals. There was a small 
decline in exports of the food, feed and beverages items owing to lower shipments in 1968 of wheat and 
other grain. Re-exports, mainly of fabricated materials and end products increased by about $55 
million. 


Merchandise Trade 1968 


Selected imports by source with adjustments for Balance of Payments purposes 
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Total merchandise imports in 1968, also adjusted for balance of payments purposes, rose by 
about 13 per cent to $12,302 million. Again, the largest increase took place in imports of end products 


_which rose by over 16 per cent to $7,628 million as the relative share of this group in total imports 


rose by about 3 percentage points to some 62 per cent. Within the group, imports of motor vehicles 
increased by $370 million and together with imports of motor vehicle parts this item contributed over 

50 per cent to the rise in imports in 1968; imports of aircraft also rose significantly. Despite in- 
creases amounting to about $230 million in imports in the other major commodity groups, namely food, 
feed, beverages and tobacco, crude materials and fabricated materials, the share of each of these groups 
in total imports fell below the 1967 level; imports of aircraft and of communication and related equip- 
ment rose by 58 per cent and 9 per cent to $234 million and $313 million respectively. Significant 
increases in imports were recorded for coal, crude petroleum, fuel oil, organic chemicals and silver. 


Adjustments to merchandise trade in 1968 included a net addition of $23 million to exports to 


| cover progress payments on aircraft and other adjustments including those in respect of timing of wheat 
_ shipments. Recorded Trade of Canada figures of imports were reduced by $65 million mainly reflecting 


the amount by which deliveries of aircraft exceeded progress payments. The net effect of these adjust - 


_ments was to increase the merchandise trade balance by $88 million. 


The 1968 expansion in Canadian foreign trade took place against a background of rising export 
and import prices, Export prices rose on average throughout the year by about 3 1/2 per cent whilst 
import prices increased by some 2 1/4 per cent. Among the major commodity sections, food, feed, bev- 


_erages and tobacco declined marginally, while the larger sections increased. End products had the 
smallest increase in export prices at 3 1/4 per cent. The 1968 increase over 1967 for all commodities 
was about twice as large as the 1967 increase over 1966. In the case of imports, except for the food, 
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feed, beverages and tobacco group where the increase exceeded 5 per cent, the largest annual price 
increase occurred in the end products groups at about 2 1/4 per cent. Overall, the 1968 rise in import 
prices was some four times greater than the 1967 increase. 


Balances on Principal Non-merchandise Transactions 


—— ree er oO! '- OO OO eee 


Change 
1966 1967 1968 in 1968 


——_—_—_——_—_-.nknkn— gg 


millions of dollars 


‘Gold production available for export ...... AO OOCC =F 127) Teme, a lL - 
Meavyel expenditures .......:.% Ae BA sae BOs RO Oe - 60 te. 427 ~ 8 - 435 
BSCS SEMAN Caan LC ECTIGS) Sista: srovte chews sla bieelelets delle ete stele - 822 - 896 - OTe = 375 
ieeteht and shipping .......... AeA eeeee is ome ae - 65 - 39 - 22 ely 
Peieritcances andimiprants'efunds GPA6. 2d <leselole + 70 aE 124 + Se 27) 
rs OONETTDUCLONS a GIS RG A eile Vie ele ee as - 166 - 181 - 133 + 48 
fmmocher current) Eransactions) % WA. R Wee A Ok. - 470 - Sil ~ 605 - 34 
Balance on non-merchandise transactions ......... - 1,386 - 1,024 - 1,476 - 452 


Non-Merchandise Transactions 


In 1968 receipts from non-merchandise transactions fell by 5 per cent below the 1967 level to 
$3,509 million. Payments rose about 6 per cent to $4,985 million. The deficit on non-merchandise 
transactions increased, as a result, by $452 million to $1,476 million. Travel expenditures were 
largely responsible for the rise in the deficit moving from a surplus of $427 million in 1967 to a 
deficit of $8 million in 1968. Travel account receipts by Canada at $992 million were $312 million 
lower than in the previous year when travel to Canada was stimulated by Expo 67 and other centennial 
activities. At $886 million, expenditures of United States travellers in Canada in 1968 were $272 


million less than in 1967 and accounted for over 87 per cent of the total reduction in travel receipts 


during 1968. Travel receipts from residents of the United Kingdom and other OECD countries in Europe 
fell by $23 million and those of visitors from the Rest of the Sterling Area and from other countries 
fell more moderately. 


Canadian travel expenditures abroad in- 
creased by 14 per cent to $1 billion, $688 mil- 
lion of which was spent in the United States. 


Travel Expenditures 
2 The increase was spread over all the areas but 
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1966 1967 1968 Change cent, was related to travel in the United States. 
1968 Increased Canadian expenditures amounting to 
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rise of $120 million in payments of interest and 
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parent companies accounted for most of the $42 
million increase in dividend payments to $761 
million in 1968. All of the increase of $45 
million in income receipts was due to the rise 
in dividend receipts reflecting increased earnings on both direct and portfolio investments. Interest 
earnings remained unchanged at the 1967 level of $102 million. Their composition changed significantly, 
however, as the United Kingdom exercised its waiver rights under the 1946 loan agreement to defer in- 
terest payments of $18 million, This was entirely offset by increased earnings on official holdings 
of foreign exchange as well as receipt for the first time of Canada's share of the net income in 1968 
of the International Monetary Fund. The net payment of interest and dividends comprised about two- 
thirds of the deficit on non-merchandise transactions in 1968. 


The expansion in Canada's merchandise exports and imports during 1968 led to record levels of 
receipts and payments for freight and shipping. Receipts rose by $74 million to $919 million, equiv- 
alent to 26 per cent of total non-merchandise receipts, and payments rose by $57 million to $941 mil- 
lion equivalent to about 19 per cent of total non-merchandise payments in 1968. With the deficit being 


reduced by $17 million, net payments for freight and shipping in 1968 were about 44 per cent less than 
those in 1967. 


Due to an increase in per capita funds brought by immigrants especially from the Middle East, 
the United States and other sterling area countries, receipts of immigrants' funds (despite a fall of 
about 16 per cent in numbers) increased together with inheritances by about 10 per cent to total $371 
million, With emigrants' funds rising marginally the surplus from migrants' transfers and inheritances 
rose by about 22 per cent to $151 million. 


nearly $40 million to the United Kingdom and other 
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Canada's official economic aid in cash grants and donations of goods and services to developing 
countries was reduced from $181 million in 1967 to $133 million in 1968. There were decreases in both 
the international development assistance programme and in the international food aid programme. In 
the former programme there was a decline in economic, technical and other assistance given to Colombo 
Plan countries while most of the reduction in the international food aid programme was due to a drop 
in wheat and wheat flour shipments. 


Miscellaneous Current Transactions, 1967 and 1968 
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On the miscellaneous current transactions account there was a relatively small increase over 
1967 of about 6 per cent in the 1968 deficit, as a result of a reduction of about 5 per cent in receipts 
which fell to $776 million and of a small increase of $4 million in payments to $1,381 million. The 
balance on government transactions excluding official contributions moved from a surplus of just over 
$16 million in 1967 to a deficit of $16 million in 1968. This change reflects the decline of foreign 
government expenditures which included in 1967 expenditures on Expo 67. An increase in net payments 
on business services and other transactions and on miscellaneous income amounting to about $30 million 
was largely offset by a reduction of $28 million in net personal and institutional remittances due to 
lower outflows of such funds which in 1967 had been stimulated by the Middle East crisis. 


Current Transactions in the Fourth Quarter (Seasonally Adjusted 


The current account deficit in the fourth quarter, of $92 million seasonally adjusted, was about 
21 per cent above the third quarter deficit but stood at about the same level as the first quarter 
deficit. New highs were registered in the fourth quarter by merchandise exports which increased by 
$219 million from the third quarter to $3,578 million and by merchandise imports which increased by 
$250 million to $3,292 million in the fourth quarter. The merchandise trade surplus fell by about 10 
per cent to $286 million as the increase in imports exceeded that of exports. 


The deficit on invisible transactions fell by about 4 per cent to $378 million in the fourth 
quarter. Total invisible receipts and payments both declined about 4 per cent from the third quarter 
to $872 million and $1,250 million respectively. Declines occurred largely in the travel and interest 
and dividend items. The travel deficit fell by 32 per cent to $17 million. Receipts on this compo- 
nent fell by 7 per cent to $236 million but payments fell by 9 per cent to $253 million. At $79 million 
interest and dividend receipts were about 17 per cent below the third quarter; interest and dividend 
payments fell by 11 per cent to $239 million. The deficit on this item was reduced by about 8 per cent 
EO) S230 million. 


Partly offsetting these reductions in deficits and a small increase in gold production availa- 
ble for export, there were increased deficits on freight and shipping and on other transactions and 
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Balances on Current Transactions, 
Seasonally Adjusted 
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yields exports and imports of goods and ser- 
vices as published in the National Accounts 
(seasonally adjusted at annual rates). 
Note: Details of current account items, 
seasonally adjusted, may be found on 
pages 28 and 29. 


mestic exports to the United States. 
recorded were crude petroleum and natural gas, 
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a reduced surplus on inheritances and migrants' 
funds. 


Following revisions to the raw data the 
statement on pages 28 and 29 contains revised 
quarterly seasonally adjusted series for the years 
1966 to 1968. 


Transactions by Areas 


During 1968 the share of the United States 
in Canadian merchandise exports increased to 67 
per cent while its proportion of merchandise im- 
ports remained unchanged at some 73 per cent. 
Exports to the United States rose by over 25 per 
cent to $9,177 million, whilst imports were up 
by about 13 per cent to $9,077 million. The 
trade balance (adjusted for balance of payments 
purposes) with the United States thus changed 
from a deficit of S655 millvon inj 96/7 to ay cur= 
plus of $170 million. The pattern of merchandise 
trade with the United States since the Second 
World War has been consistently one of a Canadian 
deficit with that country. As already indicated 
the growth in demand in an expanding United States 
economy, coupled with the need to meet or antic- 
ipate the effects of strikes in a number of imp- 
ortant industries, contributed to this surge in 
Canadian exports in 1968. The most important in- 
crease in exports to the United States was ac- 
counted for by deliveries of automotive products 
which rose by about $850 million, equivalent to 
about 47 per cent of the total increase in do- 


Other commodities where significant increases in exports were 
lumber and woodpulp, aluminum and steel products. 


Motor vehicles and parts also accounted 
for the largest individual commodity rise in 
imports from the United States in 1968. The in- 
crease in imports for the whole of the end prod- 
ucts group of commodities contributed over 89 
per cent to the total increase in imports from 
the United States as the share of this group in 
total imports from the United States rose from 
66 per cent in 1967 to 69 per cent in 1968. 


As for non-merchandise transactions with 
the United States, receipts fell by about 6 per 
cent to $2,347 million and payments rose by about 
8 per cent to $3,474 million. The deficit on 
invisible trade therefore rose by $403 million to 
Sls WT Sab dbilaivoraye 
significantly to the reduction in receipts from 


The only factor which contributed 


the United States was the decline in travel expen- | 


ditures received by Canada from United States 
visitors which fell by $272 million to $886 mil- 
lion. On the invisible payments side, the in- 
crease of $249 million in payments to the United 
States was spread over all the items with the 
largest increase of $100 million taking place in 
interest and dividend payments, while travel 
account payments rose by $79 million to $688 
million in 1968. Together these two items ac- 
counted for about three-quarters of the increase 
in payments and for about half of the increased 
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deficit on all the non-merchandise transactions with the United States, 
deficit with the United States fell by $422 million to $957 million, 
1954. 


In 1968 the current account 
the lowest deficit recorded since 


Canada's Bilateral Accounts with the United States and the Rest of the World 
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1967 1968 
1966 1967 1968 


IV Q L~iQ Li~ Oo BiT- Qe 


millions of dollars 


Transactions with the United States: (1) 


carpent account balances! fel. um wes b). —i2elore =) 45491 .- 1,069 = 356 - 489 = S1/+ 93; = 356 
Capital movements in long-term 
EGU eho tener ses 5 Ons Bab eet Ore SO osc Pelecoo role 227 + 1 0644+°40) §—+° 87 +367 + 285. +.325 
Capital movements in short-term 
ise Sears REN IS e's 5) 2/9 sh alicrws 9:06 5's 6 Dol - 179 = S915 =i, 130.= 256 - 451 - 211 - 734 + 266 
HINO teANSS emo yeretisiiny =} cote MRsits: Rays a eseirs).> wiebieets 6-6 =) O9Smmes 1855 = L135 = 211 - 853 - 161 - 356 + 235 
Transactions with the rest of 
the world: 
Cuncent, account, balance, % . 2... epee. + + 668 Gc 2836 + /76.4499 +212 + 285 +d8hu+ 98 
Capital movements in long-term 
Bad OMe sre DSc aloes, aa) sieve Sar apaie < » - Lise pee Lia BO L0G 25 54 +ah07 = 6 
Capital movements in short-term 
Ba TEP tea Ws eh Ps rate fy sata te Saue(ls\br nlietatederai o> « a0 - TS ap AUS} ie) Soho) ae l9// Sie tel ete 2 — LS 
IOENUES Ree aoe SHS OURO IH Ca COMO eG? wetel 06)" sl 5376+ 214 wh 59 + 753 +490 + 74% 
Gold production available for 
CMD OIE melas velinils ofl A due, 5 yO iene Ch IEE one ree 21/a ett eel eet eel tt eG + 29 ar) As) at IP ap AAS) 
.. Official monetary movements(2) ........ - 359 + 18 gee 93 53i ey 129 = fhosy Ge OPA se teil WS sisi) 


(1) Excluding gold production available for export shown separately below. 
(2) Change in holdings of monetary gold, foreign exchange and net balance with the International 
Monetary Fund less reciprocal swap facility with Federal Reserve System. 


If the credit from gold production is excluded Canada's current account deficit with the United 
States in 1968 fell to $1,069 million from $1,491 million in 1967. Net capital movements between the 


_ two countries produced a small outflow of $66 million as net short-term outflows rose to Sie 13 0pmid aon: 


while net long-term inflows declined to $1,064 million. In sum these transactions with the United 


| States gave rise to successive quarterly payments of $853 million, $161 million and $356 million in the 


first three quarters of the year followed by net receipts of $235 million in the fourth quarter. 


Total receipts from the United Kingdom increased marginally by one per cent to $1,610 million. 


_Merchandise exports rose by $41 million but receipts from invisible transactions fell by $25 million 
_to $370 million. Total payments to the United Kingdom rose to $1,171 million with the increase in 


imports, which climbed to $683 million, accounting for over 52 per cent of the rise of $61 million. 


The share of the United Kingdom market in the Canadian merchandise export trade as well as the 
fatio of merchandise imports from the United Kingdom to total Canadian merchandise imports fell slightly 
during 1968. Receipts from invisible transactions with the United Kingdom fell by about 6 per cent 


_to $370 million whilst payments increased also by about 6 per cent to $488 million. With the trade 


balance with the United Kingdom increasing slightly by $9 million to $557 million and the invisible 
trade balance nearly doubling to $118 million, the current account surplus with the United Kingdom fell 
by about 9 per cent to $439 million. Increased exports were recorded for iron ore, nickel, woodpulp, 
newsprint paper, copper, and aircraft, whilst decreases were recorded for lumber and steel. The largest 
Percentage increase in imports occurred in the fabricated materials group which increased by 4 per cent; 


the end products group, which accounted for about 60 per cent of total merchandise imports from the 
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United Kingdom, increased by about 2 per cent. On the non-merchandise side, the increased deficit of 
$54 million was almost wholly produced by the increased payment balances on the travel and interest 

and dividend items. Offsetting these increases and the smaller ones in the deficits on inheritances 
and migrants' funds and other current transactions, there was a small increase in the surplus on freight 
and shipping transactions. The surplus on freight and shipping transactions with the United Kingdom 
together with the surplus on migrants' funds, $28 million and $43 million respectively, were equivalent 
in 1968 to about two-fifths of the deficit on the rest of the invisible account with the United Kingdom. 


Current Account Balances with Principal Countries and Areas 


Change 
Area 1966 1967 1968 in 1968 
millions of dollars 
lUpbcereh Seat Guta aos on oon Oo IGOR SO Se = 2 OO > Ib SAS, - 957 + 422 
Overseas: 

Varied Kt ne COmn sre ene chews atte ons sh erect cne oumrenons + «425 + 484 + 439 - 45 
ReetwOr  Gbek Ling Area. om, wei hie: sales + 69 Too $.201 +a 2 
Oielaiers LOCI) GHenaeyXe)) ooo eae bdouo Goda co - 185 - ILSVAL - 194 - 43 
OBHET COUNT LES tea wy a ares ar ehale bch svees ctekonelises + 559 + 314 + 330 + 16 
INIT Cohen Beets OA ou cree 6. O.ao Obl HOO 6.0o OB Or > fille ANG - 543 - 181 + 362 


Total receipts from other countries increased by 8 per cent to $3,972 million. Within this 
eroup of countries the receipts from the OECD group (excluding the United States, United Kingdom, and 
other sterling area countries and Japan) increased by $91 million, those from the Rest of the Sterling 
Area fell by $25 million and those from the remaining countries increased by $241 million. The overall 
increase included a rise of $317 million in merchandise exports. Total payments to other countries 
rose by about 10 per cent to $3,635 million again mainly to non-sterling area countries; the increase 
of $337 million for imports being reduced by a decrease of $15 million for payments on non-merchandise 
transactions. The current account surplus with the other countries therefore fell by 4 per cent to 
$337 million. It was made up of merchandise trade surpluses totalling $159 million, $99 million and 
$310 million with the Rest of the Sterling Area, the OECD and the remaining countries sub-group re- 
spectively, and invisible trade surpluses of $42 million and $20 million for the Rest of the Sterling 
Area and the remaining countries sub-group respectively, partially offset by a deficit of $293 million 
in non-merchandise transactions with the OECD sub-group. 


Merchandise export increases to other countries included higher exports of copper to Italy, West | 


Germany, Belgium and Luxembourg and Japan, nickel to Norway, woodpulp to West Germany and Japan, motor 
vehicles and parts to Australia, Puerto Rico, South Africa, Mexico, Venezuela and the Philippines, 
aircraft and parts to the Netherlands, Brazil, India and Australia and wheat to Communist China. In- 
creased merchandise imports included higher imports of commodities in the end products section of over 
$40 million from the European Common Market and of over $16 million from Commonwealth and Preferential 
Countries (excluding the United Kingdom). Imports of commodities in the end products section and of 
crude materials from all other countries showed gains of over $80 million and $45 million respectively. 
Relatively substantial reductions occurred in imports from Belgium and Luxembourg, France, Libya and 
Nigeria. 


On non-merchandise transactions, net payments on travel more than doubled to $116 million during . 


1968. On the other hand, net receipts from interest and dividends, freight and shipping and inheri- 
tances and migrants' funds were 13 per cent higher than in 1967. This increase in net receipts togeth- 
er with the decrease of $48 million in official contributions more than offset the increase in the 
travel deficit with other countries. An increase of $5 million in the net payments on other current 
transactions, mainly to OECD countries cut the net reduction in the non-merchandise deficit of $231 
million with other countries to $5 million. Including official contributions which amounted to about 
58 per cent of the deficit on non-merchandise transactions with other countries, the current account 
balance with these countries fell by about 4 per cent to $337 million in 1968. 


Total current and capital account transactions with the United Kingdom_and_ other overseas 
countries led to net receipts by Canada of $1,376 million in 1968, over $300 million above the 1967 
inflow. The favourable current account balance of $776 million was down by $60 million from the 1967 


= 382 


level while capital movements in long-term and short-term forms both recorded larger net inflows, with 
the former rising over fourfold principally as the result of Canadian new issues placed in continental 
Europe. Contributing to the inflow on short-term account were increased holdings by non-residents of 
Canadian dollars, a decline in Canadian bank balances and other short-term funds abroad and net receipts 
through intercompany accounts. 


The $241 million difference between the net receipts from overseas countries and the smaller 


net payments to the United States plus the gold production available for export of $112 million is 
reflected in the $353 million increase in official holdings of gold, foreign exchange and IMF balance. 


Capital Movements 


Summary 


Item 1966 1967 1968 
IV Q TO <i Om sIth Oran 


millions of dollars 


Capital movements in long-term forms a OOL Ot a3 39 “1 544 4505 aie du Se 7A ce eee seals, 


| Capital movements in short-term forms ~- DEE 778 


S Isley Ss SHAS = 629 “= 97) = 532. + 248 
Balance on goods and services ....... -<- TG = 543 - SE eS Gg eHL - 248 - 4 + 301 - 230 
Official monetary movements(1l) ...... - 359 + 18 + 353 + 29 - 765 + 620 + 161 + 337 


_ (1) Change in holdings of monetary gold, foreign exchange, and net balance with the International 
Monetary Fund less reciprocal swap facility with Federal Reserve System. 


Net capital inflows into Canada fell slightly to $534 million in 1968 from $561 million in the 
preceding year. Long-term capital inflows were recorded in all four quarters of the year while short- 
_term movements produced outflows in the first three quarters and an inflow in the fourth quarter. 


| Unprecedented irregularity in capital flows was a characteristic of the year. A massive with- 
drawal of capital from Canada occurred in the first quarter when the Canadian dollar came under sharp 
attack. Restoration of confidence contributed to the even larger inflow in the second quarter, when 

a significant contribution was also made by new issues placed in Europe and the United States by the 

_ Government of Canada to replenish foreign exchange reserves. The third quarter, reflecting the sea- 
sonal influences evident in recent years, again saw a net outflow of capital, and in the final quarter 
of the year very substantial inflows emerged. While the net capital inflow contracted slightly between 
1967 and 1968 the fall in the current account deficit to $181 million was greater so that the balance 
of current and capital account transactions together produced an increase of $353 million in official 
monetary assets. 


Categories of long-term transactions which led to the largest net inflows were sales of new 
issues of Canadian securities, with the Government of Canada placements to build up foreign exchange 
/feserves prominent, followed by direct investment in Canada, which was relatively large in the last 

three quarters of 1968 after an inflow of only $10 million in the first quarter. A significant inflow 
was also produced from transactions in outstanding Canadian stocks as the trend towards increased non- 
Tesident holdings of these securities, evident since the third quarter of 1967, continued throughout 
1968. The principal outflow arose from Canadian net purchases of foreign securities, retirements of 
Canadian securities held abroad, and direct investment abroad by Canadian companies. Sales of new 
-issues of Canadian securities are taken into the balance of payments at the time of delivery. Offerings 
for later delivery reached record proportions in 1968, particularly with the announcement in the fourth 
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quarter of a major hydro-electric issue in New York. The effect of adjusting the actual inflows to 
reflect the timing of security offerings is shown in the accompanying statement. 


Capital movements in short-term forms led 
Capital Movements in Long-term Forms to an outflow of $1,010 million in 1968 compared 
with $778 million in the previous year. The 
principal contributors to this movement were an : 


Adjusted to ryt : 
enlarged outflow for the acquisition by Canadians 


; Actual reflect timing ; ; 
Period ee ow of security of foreign currency bank deposits and other short-_ 
offerings term funds abroad, an acceleration in the run- 
down of non-resident holdings of Canadian fi- 
millions of dollars mance company paper and an increase in the outflow 
due to "all other transactions". This account 
1966 ........ + 1,061 + 95860 includes changes in loans and in accounts receiv- 
1967 DOGO GOOG + 1,339 + 1,587 able and payable as well as the balancing item 
1968 .eeseeeeenes + 1,544 + 2,097 representing the difference between direct mea- 
surements of the current and capital accounts. 
ba) alee ie Oa . ai, anal + 330 This item is discussed in more detail in the 
Il Q ..-ee- te 250 +) (500 section describing capital movements in short- | 
ASSO are Beene ee SON + 460 term forms. | 
DV (Ol sere. ° + 9505 + 437 , i 
The net capital inflow of $534 million 
EOS EO iaiais ate teenibZ A eed hE which occurred in 1968 was made up of outflows 
EL GOs Stereos came ora FOP1639 of $417 million represented by increases by the 
HS BE Ora or ue eer + 402 chartered banks together with their domestic 
IV Q seeeee tet + 878 customers of net foreign currency claims on non- 


residents, and of inflows aggregating $951 mil- 
lion from all other capital transactions. The | 
increase in the banks net foreign currency claims 
on non-residents of $417 million reflected an 
outflow of $465 million to the United States and an inflow of $48 million from overseas countries. 
Details appear in the following statement which includes gold assets and liabilities. (Since the 
first quarter of 1968 gold assets have been included with claims on resedents of overseas countries 
rather than of the United States.) Measures taken to alleviate the stresses in the international ex- 
change markets in 1968 led to closer financial relationships between Canada and the United States. | 
In the banking sphere, chartered banks and other financial intermediaries were requested at the begin- 
ning of March not to facilitate swapped deposit transactions; this request was withdrawn in mid-June. 
Guidelines designed to ensure that the chartered banks would not be a channel for the outflow of funds 
from the United States, which impaired the balance of payments of that country without improving 
Canada's external position were announced on May 3, 1968. In the year as a whole foreign currency as- 
sets rose in both the United States and other countries, however, liabilities to residents of the United 
States declined substantially while those to residents of other countries outpaced the increase in 
assets there. At the end of the year the Canadian chartered banks had a net short spot foreign cur- 
rency position overseas of $304 million and a net long spot foreign currency position in the United | 
States of US $1,964 million. In effect they had been the medium for the channelling of $304 million 
from overseas countries to the United States. The net foreign currency claims on non-residents of 
$1,660 million comprised net spot positions of $441 million of the banks and of $1,219 million of their 
Canadian customers. 


The introduction of banking guidelines referred to above was one element in the development of 
new financial arrangements between Canada and the United States in 1968. These began with the an- 
nouncement by the President of the United States on the first day of the year of mandatory controls 
over capital flows and of other measures to strengthen the United States balance of payments. The 
impact on Canada and the subsequent arrangements under which Canada was exempted from all United States 
balance of payments measures affecting capital flows that were administered by the Department of 
Commerce or the Federal Reserve System were chronicled in detail in the report for the first quarter 
of the year. 


The banking guidelines issued on May 3rd pursuant to the understanding reached earlier, were 
followed on July 24th by a similar guideline to all other financial institutions in Canada, and on 
September 19th by announcement of a program applicable to other Canadian incorporated companies to 
ensure that their investments outside Canada and the United States would be compatible with Canada's 
unrestricted access to the United States capital market. 
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Foreign Currency Assets and Liabilities of Head Offices and Branches in Canada 
of the Canadian Chartered Banks, 1966-1968 


eee 


Net Transactions Amount 


end of 


1966 1967 1968 1Q68 I1Q68 111968 Ivae6 1968 


millions of dollars 


Assets with residents of: 


Mreited States ...........255 208 273 169 - 207 247 210 ee Ok 2,505 
Meet OCOUDLY 26S) 41). 5 ook 5 Ngee 391 744 Ze3 40 95 386 pape 
Total non-resident ....... 206 664 913 16 287 305 305 4,736 
WIC Na are a CB) S4up'- 110 +=" 54 - 29 yee ~ "yf 4 848 
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Liabilities with residents of; 


Sere? States ........sc..-: - 309 Foe <2 96 = 9S 38 =a les - 91 541 
Orne COUntErLeS «41... arereeas 48 188 792 48 197 273, 274 2530 
eee ees Bae Se sieus wy tied si hi bal owt Digjowle=Stued .fegt? 

Total non-resident ...... eat | 264 496 =x 235 128 183 3,076 
Canada - swapped deposits(1) 187 TGS jem, on 120 - 164 Sie ea) 166 18 763 
SOON er ere : 214 199 229 199 ra eam) 21 1,304 

eee were eee we ee Oe eR Sod h SARIS Ee Meet R SSG Es 

Total Canada ........ . (a) 401 364 88 35 = MOG 104 39 2,067 

| ERS SAO aaa ed Bed d bbe ys eye ek ae Pi) AOD) att go tease 
Merareoric is, S35. 21); , 140 628 584 wud I 145 232 279 5,143 


Net Assets with residents of; 


United aN ge SOdoboGooeG ot 517 197 465 - 109 209 355 10 1,964 

| Pere countries FF 0220000. 6. = S60) 203 eS 175 Sea bby; 5 ikke iil = 304 
hota lo mon=resident ".%. 2. 467 400 417 66 52 ibf/7i 122 1,660 
oe RSA a ne PES LAS SHAY Fes A2 sm C4 68 - lil - 35  - 1,219 
“OPEN CIS ae Ze See ee ae (a) 150 - 74 275 2 120 66 87 441 


(1) Funds converted into a foreign currency, usually United States dollars, which have been placed on 
term deposit with a bank and which the bank has undertaken through a forward contract to convert 
back into Canadian dollars at maturity. 

Note: This statement shows the effect on Canada's balance of payments of foreign currency banking oper- 
ations of the Canadian Chartered Banks. As described on page 14 of the report for the second 
quarter of 1965, the amounts identified as (a) are embodied within item D 17.1 (e.g. this item 
in 1968 led to a net outflow of $363 million, reflecting an increase of $88 million in residents' 
holdings of foreign currency deposits with Canadian chartered banks in Canada and a rise of 
$275 million in the net foreign currency holdings of these institutions); the amount identified 
as (b) is embodied within items D 13 and D 17.5 (e.g. in 1968 as an aggregate outflow of $54 
million). The transactions figures are based on data published monthly in the Statistical Sum- 
mary of the Bank of Canada, but have been adjusted so as to eliminate changes in value resulting 
from variations in exchange rates. 


a2 Gre 


There was made public on December 17th, 1968 an exchange of letters between the Honourable 
Henry Fowler, Secretary of the Treasury of the United States and the Honourable E.J. Benson, Minister 
of Finance, relating to the application of United States balance of payments measures to Canada. The 
Secretary noted again the unique relationship between the two countries, and the variety of measures 
which had been taken on each side of the border to support overall economic objectives. He had con- 
cluded that implementation of the principle that it would not be Canada's intention to increase its 
foreign exchange reserves through borrowings in the United States did not require that Canada's reserve 
level be limited to any particular figure. Canada's need was recognized for flexibility with respect 
to reserve levels in order to accommodate the adaptation of monetary policy to the changing needs of 
its domestic economy, seasonal factors and other influences of a temporary nature. Mr. Benson reiter- 
ated that it is not an objective of Canadian policy to achieve permanent increases in Canada's exchange 
reserves through unnecessary borrowing in the United States. 


The original understanding with respect to Canada's reserve level had been reached in 1963 
when Canada was accorded exemption from some of the provisions of the Interest Equalization Tax. 


Direct Investment 


Investment by foreign companies in Canadian subsidiaries and branches in 1968 involved a net 
capital inflow of $585 million. This represents a further modest decline in direct investment inflows 
from the post-war high of $710 million recorded in 1966. (The net inflow in 1967 was $620 million). 

A significant reduction in the net inflow from the United States was & offset by higher inflows 
from overseas. Sharply increased inflows from the United Kingdom were associated with investment in 

a large hydro-electric project in the fourth quarter and the takeover of existing Canadian assets, 
including an interest in a large brewing concern, in the second quarter. The rather large inflow of 
direct investment from Japan, an interesting feature of 1968, together with investment from countries 
of continental Europe accounted for a significant increase in inflows from other overseas countries. 
Approximately three-fifths of the year's inflow came from the United States, and a fifth each from 

the United Kingdom and other countries. 


Most of the 1968 inflow was evenly distributed between the last three quarters of the year. 
The net inflow in the first quarter, which was very low at $10 million, reflects the influence of 
fairly large disinvestments by a number of United States mining and petroleum companies associated in 
some cases with refinancing from Canadian sources. 


The industrial distribution of the 1968 inflows corresponds broadly with that for 1967. Enter- 
prises engaged in mining and manufacturing, (especially pulp and paper, food and beverages, and chem- 
icals) again received the bulk of the total inflow, although investments in petroleum and utilities 
were also important. 


According to preliminary estimates the net outflow of capital for direct investment abroad 
totalled $170 million during 1968, some $45 million higher than the 1965 outflow of $125 million. 
(Outflows in 1966 and 1967 were unusually low at $5 million and $90 million, respectively, owing to a 
number of special transactions which led to the return of large amounts of capital to Canada). Approx- 
imately half the 1968 outflow occurred in the first quarter when large investments in the United States 
and countries of the European Economic Community were made by a number of major Canadian manufacturing 
enterprises. An inflow of $10 million during the second quarter resulted from net disinvestment from 
the United States and United Kingdom. 


In addition to long-term flows for direct investment, a good deal of short-term financing 
between parent companies and other subsidiaries is provided through inter-company accounts. Changes 
in these accounts are included in the item "other" short-term capital movements, D17.5. 


Security Transactions 


The record net inflow of $1,144 million from international transactions in portfolio securities 
in 1968 was far in excess of the previous high of $645 million recorded in 1964 and more than double 
the 1967 inflow. For the first time since the Second World War residents of foreign countries other 
than the United States and the United Kingdom became a substantial source of portfolio capital, pro- 
viding $474 million or two-fifths of the year's net inflow. This borrowing, mainly from the countries 


of continental Europe, which constituted, perhaps, the most significant change in the pattern of Canada' | 


international portfolio capital movements for a number of years, reflected to some extent Government 
borrowing to replenish foreign exchange reserves depleted during the exchange crisis in the first 
quarter of the year. The United States, the traditional source, provided $677 million, slightly less 
than the record 1964 figure of $685 million. There was a $7 million outflow to the United Kingdom. 


ee Te 


Portfolio Security Transactions Between Canada and Other Countries 
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Net sales (+) or purchases Year 1967 1968 


(-) by Canadians 


1966 © 1967 1968 IV Q IQ THO STL IV Q 


millions of dollars 
Canadian securities: 
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As shown in the accompanying statement, the $644 million rise in the overall capital inflow 
between 1967 and 1968 was more than accounted for by a very substantial increase of $661 million in 
sales abroad of Canadian new issues and a $100 million rise in net sales of outstanding Canadian equi- 
ties. The effect of these movements, however, was partially offset by increases of $57 million for 
the retirement of Canadian issues, of $14 million for the repatriation of Canadian bonds and of $46 
million for the purchase of foreign securities. 


The proceeds from sales to non-residents of Canadian new issues during 1968 at $1,961 million 
were the largest ever recorded, and were 51 per cent above the previous high of 1967. Sales to non- 
residents of new issues of stocks and all main categories of bonds rose except for those issued by 
municipal governments and railways which were only slightly lower. The largest increases were in is- 
sues of the Government of Canada, up to $288 million from $20 million, and by corporate borrowers up 
EomscS>ie million from $285 million. 


In a significant new development during 1968, $491 million of Canadian new issues were sold in 
continental Europe. All but a negligible amount of this total represented issues placed in European 
markets in Euro-dollars or European currencies, accounting for most of the increase of $661 million 
in total new issues in 1968. 


New Issues of Canadian Bonds Sold to Total bond offerings of $1,902 million 
United States Residents to residents of the United States were over 31 
per cent higher than the record level of 1967. 
: Offer- De- Unde- It should be noted, however, that a proportion 
ads ings liveries livered(1l of new Canadian issues placed with United States 
millions of dollars underwriters is sometimes resold to residents of 
other foreign countries. Offerings in 1968 in- 
Boi seie 9 - sie Ibe aye Ip SSy7 22 cluded an extremely large fourth quarter total 
OT aes 1,448 L200 370 of $857 million. Considerable portions of these 
MI Ries .siolaere xe I, 902 1,349 923 offerings, including the whole of an extremely 
large offering in connection with a large hydro- 
mor 1.0... 348 295 175 electric project, were for later delivery. The 
Lit Oy 378 274 YS, undelivered balances of outstanding offerings at 
LEAL “Oe 418 259 438 the end of the year, rose to the unprecedented 
TINO) 304 VIP S70 level of $923 million. 
mos 1Q. 406 340 436 Retirements of Canadian securities rose 
ie HO 350 432 354 by 17 per cent to $395 million from $338 million 
MEE (Oye 289 2719 364 in 1967. Rising retirements are to be expected 
A Sas 857 298 923 as the result of earlier borrowing following the 


Second World War. With the exception of Govern- 


(1) At end of period. ment of Canada direct and guaranteed issues where 
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retirements fell by $36 million, every major category of borrower had higher retirements than in the 
previous year with increases in railway issues (not guaranteed by Government) and corporate bonds being 
the most significant. 


New issues of foreign securities purchased by Canadians gave rise to an outflow of a record 
$70 million in 1968 slightly above the previous year's $66 million outflow. Purchases of new United 
States issues led to an outflow of $44 million while the bulk of the remainder was attributable to the 
placement in Canada in the first quarter of a new issue of the International Bank for Reconstruction 
and Development. Retirements also rose to the record level of $26 million. 


Net capital movements due to Canada's trading in outstanding portfolio securities in 1968 pro- 
duced a net outflow of $378 million, an 8 per cent decrease from the $411 million of 1967. Net sales 
of Canadian equities rose sharply to $112 million from $12 million in 1967, the first year to show a 
sales balance since 1961. There were net inflows of about $104 million and $49 million from the United 
States and other foreign countries respectively while there was a net outflow of about $41 million to 
the United Kingdom. Transactions in Canadian bonds and debentures gave rise to a net outflow of $70 
million; the third purchase balance since 1957. Almost one-half of this resulted from repurchases of | 
$33 million of provincial direct and guaranteed bonds. Net purchases by Canadians of outstanding for- 
eign securities which increased by $53 million in 1968 to $420 million included purchases of $379 mil- 
lion of United States equities. This was the ninth net outflow in the last ten years resulting from 
Canadian purchases of outstanding foreign securities. It brought the total outflow for the ten years 
to over $1.3 billion of which over four fifths was devoted to increased Canadian ownership of United 
States outstanding common and preference stocks. | 


After accounting for retirements, non-residents purchased a net of $1,608 million of new and 
outstanding Canadian issues or the equivalent of 41 per cent of the net new supply (excluding amounts 
absorbed by funds generated by the Canada and Quebec pension plans) compared with $918 million or 24 
per cent of the total in 1967. In 1968 the net new supply of direct and guaranteed bonds of the Govern- 
ment of Canada totalled some $1,174 million compared with $615 million in 1967. Non-residents' holdings 
of these issues were increased by $211 million in 1968 with the first direct placements of Government 
of Canada issues on foreign markets since 1963. These increases may be compared to reductions of $116 
million and $248 million in non-residents' holdings of these bonds for the years 1967 and 1966 respect- 
ively. Net acquisitions by non-residents of all other Canadian securities at around $1,397 million in © | 
1968 were equivalent to 51 per cent of the net new supply, up 19 percentage points from 1967. 


Long-term interest rates in both Canada and United States in 1968 continued the advances evident 
in 1967 to reach the highest levels since the war. Over-the-year yields on representative long-term 
government bonds rose by 80 basis points in Canada and by 44 basis points in the United States. Inter- 
est rate differentials between these bonds varied from about 1.81 per cent in March to about 1.43 per 
cent in August. Common stock prices in Canada (as measured by the Dominion Bureau of Statistics Inves- 
tors' Index) rose by 15 per cent during 1968. The United States common stock market prices (as mea- 
sured by Standard and Poor's '500' Index) rose more slowly, up 8 per cent, in 1968. 


A more detailed review of international security movements in 1968 will be found in the December 
issue of "Sales and Purchases of Securities Between Canada and Other Countries" (DBS Catalogue No. 


67-002) which also contains information relating to international transactions in Canadian short-term 
money market instruments. 


Other Capital Flows in Long-term Forms 


Non-military assistance abroad by the Canadian Government in 1968 consisted largely of payments | 
of the regular assessments by the international organisations of which Canada is a member, official 
contributions, inter-governmental loans, subscriptions to the capital of investment agencies and the 
extension or guarantee of export credits. Both assessments and contributions form a part of Canada's 
payments on current account, while other transactions, to the extent that they give rise to claims on 
non-residents, are mainly reflected in capital movements in long-term forms. 


Disbursements on inter-governmental loans extended by Canada doubled again during 1968 to $48 
million as amounts previously committed for specific projects under the development loan program were | 
drawn by the recipient countries. Disbursements are expected to grow in succeeding years as drawings 
so far constitute only a fraction of the aid commitments. 


Subscriptions to the capital of international agencies in 1968 amounted to $27 million. The 
whole of this amount was paid to the International Development Association in the form of non-negotia- 
ble, non-interest bearing Canadian dollar demand notes. Changes in these obligations are reflected 
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In item D14.2 of the capital account covering Government of Canada demand liabilities. 


During the year Canada received $5 million in repayments of principal on inter-governmental 
loans extended earlier. This represented a decrease of $29 million from the 1967 total and reflected 
the "foregiveness" in 1967 of a wheat loan to India as well as the exercise of waiver provisions by 
the United Kingdom on the repayment of principal on the 1946 loan. In 1967 Canada received $19 million 
of loan repayments from the United Kingdom. Most of the repayments in 1968 were from India, represen- 
ting the final payments on the aircraft purchase loan, and from Belgium. In addition to the repayments 
of principal there were receipts of $7 million during the year on account of interest. These receipts 
form part of the current account item comprising Canada's receipts of interest and dividends. 


Receipts from the United States associated with the Columbia River Treaty arrangements doubled 
in 1968 to $88 million. This increase reflected the receipt of the second and largest flood control 
payment under the terms of the Treaty. In addition to this receipt of US $52.1 million there was a 
further annual maturity of US $30.0 million of the medium-term non-marketable United States Government 
securities acquired by the Canadian Government in connection with the treaty arrangements. Holdings 
of these securities stood at US $83.9 million at the end of 1968. 


Detail of Long-term Capital Transactions n.i.e. 
Item D13 


Export credits(1) 


Year SRGoLee DORR CMT TGS GI67OrCUL be 4,. 4k? we lin tole ee 
Wheat Other commodities Sub - Other 
and nates trans - Total 
uarter “TY F 
q Ad- Repay - Ad- Repay - actions 
Net Net 
vances ments vances ments 


millions of dollars 


1966 ¥% 4 ; - 191 + 153 - 38 - 65 + 56 =~ Derao a +1 57 + 10 
Te ese hs ss ass w eee os - 91 +219 + 128 - 59 + 39 - 20 + 108 + 161 + 269 
OE Shee a ree aes - 144 SLL Lae oe 67 - 89 + 45 - 44 + 23 =i53 - 30 
nee PPL. 'o'sho ps ae 2 as = Dy + 46 + 19 - 12 + 10 = a elector LT, + 22 + 39 
We Othe a%s, als eete as - 39 + 95 + 56 - 14 + 8 - 6 + 50 - sf + 49 
AO a 00 se - 24 + 42 + 18 - 10 +11 + 1 + 19 + 68 + 87 

We Ones es ss 2 “4 ae | a SOTA 35 - 23 + 10 13 po. 622 + 72 + 94 
Became Oo), 2 8.) ctatels eo 25 te 760451] - 19 + 12 =, 7eek) 44 ager + 30 
jt a 6) Riereie's - 45 eT at eel 2 - 14 + 10 sade lt tee 8 + 17 + 25 

‘le Bd Re gee ame - 46 + 48 + 2 - 25 +14 - Ply = 9 - 68 a ST 

IEW 10) a OxkGoOGee.cr - 28 + 30 af Z = Sill + 9 = 22 >=) 20 +: 12 - 8 


(1) Medium and long-term export credits extended from Canada directly or indirectly at risk of the 
Government of Canada. 


Transactions during 1968 arising from the financing of medium and long-term export credits 
extended from Canada directly or indirectly at the risk of the Government of Canada led to a net capital 
inflow of $23 million. This represented a reduction of $85 million from the 1967 figure, which was 
almost entirely attributable to a sharp increase in advances made for the purchase of Canadian exports, 
particularly of wheat. Repayments remained at about the same high level as in 1967. 


The remaining capital movements in long-term forms, which include bank and other long-term 


loans, mortgage investments and movements of insurance funds, led to a net outflow of $53 million in 
1968, involving a swing of $214 million from the 1967 inflow cf $161 million. Repayment in the third 
quarter of earlier corporate borrowings from the United Kingdom was the major factor contributing to 


this movement. 
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Capital Movements in Short-Term Forms 


Capital movements in short-term forms (apart from changes in official holdings of gold, foreign 
exchange and Canada's balance with the International Monetary Fund) led on balance to a net capital 
outflow of $1,010 million, or $232 million more than in 1967. 


Canadian dollar deposits of non-residents rose by $70 million over the year. Residents of the 
United States, United Kingdom and other foreign countries increased their holdings by $25 million, $4 
million, and $41 million, respectively. At the year-end deposit liabilities to non-residents aggre- 
gated about $690 million, of which some $410 million were held by United States residents, $70 million 
by United Kingdom residents, and $210 million by residents of other foreign countries. Government 
of Canada demand liabilities payable to non-residents increased by $21 million in 1968. The amount 
outstanding was approximately $50 million, entirely in the form of interest-free demand notes issued 


to international investment agencies. 


Holdings by non-residents of Canadian treasury bills increased by $48 million in 1968, the 
largest net sales since 1960, bringing holdings up to $72 million. Foreign official institutions were 
on balance large purchasers of these instruments while private non-residents were on the whole, net 
sellers. 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 


1967 1968 
Transactions with all countries 1966 1967 1968 
IV Q IQ AME XO, TALE MO}e ALA! (Q; 
millions of dollars 


17.1 Bank balances and other short-term 
funds abroad (excluding official 


PASELVES) Bens cate sees oo Si¥ne seer svae elateelee wa OUI) a S200) Mie Sado 0 emo wl 2 eects A - 149 - 126 
17.2 Canadian commercial paper, etc. .... Se ae NB HE gp ala t/a Ly? a 3 
17.3 Canadian finance company paper ..... - 4 - 54 - USB) oe Ais - 60 - 35 - 37 - 3 
17.4 Canadian finance company obliga- 

BLOONS Seta te Ciy Gets cictals aeelcnciecans cheteiee ise OCueey eS ue LO Are. a7 ee eee - Ly. Se ae 
i/o nother eransactOonsiClsmctacrneterer ee LO ea 0) ar 649 - 131 - 471 - 68 - 363 + 253 

PotalwGlrensDal),)) was cers oie oens: there? - 258 - 802 -1,149 - 382 - 656 - 99 - 548 + 154 


(1) Includes changes in loans and accounts receivable and payable, and also balancing item represent- 
ing difference between direct measurements of current and capital accounts. 


An increase by Canadian residents of their holdings of bank balances and other short-term funds 
abroad produced a net capital outflow of $373 million, an increase of 30 per cent over the comparable 
1967 outflow. Outflows in excess of $100 million to augment these holdings were registered in all 
quarters of 1968 except the second quarter when a modest reduction occurred. A sharp reduction in 
residents' holdings of swapped foreign currency deposits during the year was more than offset by an in- 
crease in their holdings of uncovered foreign currency deposits. 


In 1968 non-residents reduced their holdings of Canadian finance company paper (including that 
of manufacturing and retail enterprises) by $135 million, the largest reduction since 1965. There were 
net outflows of $66 million, $34 million and $35 million to the United States, the United Kingdom and 
other foreign countries, respectively. At December 1968 non-resident holdings of approximately $125 
million represented 10 per cent of the total short-term paper issued by Canadian finance companies. 


Transactions in other finance company obligations of a short-term nature (which include borro- 
wings from foreign banks and advances from parent companies) led on balance to an inflow of $19 million, 
just over one half the $34 million inflow in 1967. In addition, there were other finance company 
transactions not identified separately which have been included with capital movements in long-term 
forms, notably in new issues and retirements of Canadian securities. All in all, capital flows asso- 
ciated with the international borrowing of these companies showed a net outflow of about $90 million. 
Net outflows of about $70 million, $45 million and $30 million recorded successively in the first three 
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quarters were partially offset by a $55 million inflow in the fourth quarter. 


International transactions in Canadian commercial paper (including bankers' acceptances) led 
to a small net capital inflow of $1 million following a $13 million outflow in 1967. Non-residents 
decreased their holdings of other short-term paper (including notes of banks, mortgage loan companies 
and municipal and provincial governments) by $12 million in 1968. In 1967 there was a $24 million 
inflow from transactions in these instruments. 


A primary factor influencing international flows of short-term capital is the existence of 
short-term interest rate differentials between the major financial centres of the world. Other factors 
impinging upon instruments negotiated in this money market are term, currency, credit risk, etc., as 
well as the character, requirements and relationships of lenders and borrowers. Hence, when considering 
this market and its capital flows, a wide variety of interest differentials could be appropriate; 
treasury bill yields are one such measure for which published figures are readily available. However, 
the volume of international transactions in Canadian treasury bills has declined in importance in recent 
years and while the trends shown in treasury bill yields tend to apply generally to other interest rates, 
these rates are not necessarily those at which the bulk of short-term funds move. Before provision of 
foreign exchange cover, the yield differential on 3 month Canadian and United States treasury bills (on 
the United States quotation basis) varied from a 187 basis points spread in favour of Canada on March 
28th, to 9 basis points in favour of the United States at December 27. Yield differentials with forward 
exchange cover, however, moved considerably more in favour of the United States instruments ranging 
from 65 basis points advantage for Canadian bills in the first week of the year to a 95 basis point 
spread in favour of the United States treasury bills at June 13th and closed at 45 basis points in 
favour of the latter. However, while interest rate differentials provide a major incentive to the 
movement of arbitrage capital, other considerations including the handling costs of such transactions 
may be sufficient to offset the more narrow differentials. The Bank Rate was successively raised from 
6 per cent at the beginning of the year to 7 per cent in the latter part of January and 7 1/2 per cent 
in early March where it remained until the beginning of July, when the rates were successively lowered 
to 7 per cent, 6 1/2 per cent at the end of July and to 6 per cent by the beginning of September. This 
rate continued until mid-December when it was raised to the closing rate of 6 1/2 per cent or one half 
per cent point higher than the year's opening Bank Rate. 


While treasury bill yields are indicative of the movements of short-term interest rates, the 
bulk of non-resident short-term investment funds go into other money market instruments, particularly 
Canadian finance and commercial paper, Interest rates paid by large finance companies for 3 to 6 month 
paper opened in 1968 at about 6 1/2 per cent, moved sharply up to 7 1/4 per cent in late March and 
remained at this level until late June. By early September, the rates had fallen to 6 1/4 per cent 
and closed at 6 1/2 per cent. 


All other transactions led to a net capital outflow of $649 million, an increase of $142 million 
compared with the 1967 outflow. The large number of identifiable items included in this account 
demonstrated widely divergent movements during the year. Recorded transactions relating to intercom- 
Pany accounts (both receivable and payable) led to significant net outflows in each quarter except 
the third. There were large movements both inwards and outwards arising from bank loans, with net 
repayments on balance. By far the largest component in 1968, however, comprised the balancing item 


_Yepresenting the difference between the direct measurements of the current and capital accounts. 


Balance of payments estimates employ a double-entry system of accounting. In general, the two 
offsetting entries for a given transaction or flow are not made explicitly but are included as a 
result of the methods used for estimating the balance of payments. Since the sources, on which the 


entries are based may be incomplete or inaccurate and different sources which may not be consistent 


with one another, are in most cases used for the two flows making up the transactions, an item represen- 
ting all unidentified transactions is required to bring the statement into balance. Errors and omis- 


_Sions are likely to be in some degree offsetting, and the item is accordingly described as "net errors 
and omissions". 


It is, then, in the nature of things that all countries have problems of statistical measurement 


reflected in balances of unidentified transactions, which at times may loom large in their overall 


estimates. In Canadian balance of payments statements figures for net errors and omissions do not 
appear explicitly. The practice has been followed of including them in the "other" item of capital 
movements in short-term forms (D17.5), normally in the United States account. 


In the twenty-one years from 1946-1966 net errors and omissions in the Canadian balance of 
Payments were on balance small. There were fourteen years in which there were net unidentified receipts, 


aggregating about $1.3 billion, and seven years of net unidentified payments, aggregating about $1.1 
billion. The largest annual balance, unidentified payments of $389 million, occurred in 1952 when the 


- 22 - 


balance of payments was affected by the confluence of a number of special factors. The net balance 
over the 2l-year span represented unidentified receipts of under $0.2 billion. Given the pervasive 
nature of Canada's international economic and financial relationships, and the wide variety of channels 
through which transactions take place, the figures are extremely small; Canada's gross international 
transactions by 1965 were in excess of $35 billion per annum. 


Since 1965 there have been net unidentified payments on balance each year. The amounts in both 
1967 and 1968 as currently estimated are slightly more than $500 million. In the final quarter of 1967 
unusually large unidentified payments were indicated and these increased further to between $400 million 
and $500 million in the first quarter of 1968 when the Canadian dollar was under attack. Small uniden- 
tified net receipts occurred in the second quarter, presumably reflecting in part the reflux of specu- 
lative outflows from Canada in the preceding quarter. In the third quarter net unidentified payments 
fell just short of $500 million but a sharp reversal of some $400 million was indicated in the fourth 
quarter. Net unidentified payments of approximately $500 million in 1968 as a whole were about equal 
to those in 1967. While the amounts were large by historical standards, they must be viewed in the 
light of international transactions currently in excess of $50 billion per annum. 


It is not yet known to what extent these figures will be altered by the more complete measure- 
ment of short-term capital flows between Canada and other countries; they do not yet reflect the pro- 
cessing of short-term data collected less frequently than quarterly. Nevertheless, the recent develop- 
ment of a persistent series of unidentified net payments raises questions as to whether there may not 
be some measurement difficulties of a continuing nature affecting elements of the current account or 
of capital movements in long-term forms. A number of possibilities are being explored but it seems 
unlikely that any clear explanation can be expected in the very short run. 


Official Holdings of Gold and Foreign Exchange 


The Canadian dollar was not immune in the early months of 1968 from the vicissitudes evident 
in the international foreign exchange markets in much of the year. This period of increased uncertainty 
was heralded by the sterling devaluation of November 1967 and accentuated, particulary for Canada, by 
the announcement on January 1, 1968 of further United States measures designed to improve its balance 
of payments position. The Canadian dollar came under speculative attack leading to a substantial de- 
cline in the overall foreign exchange reserves and the activation of US $250 million of Canada's standby 
reciprocal swap facility with the Federal Reserve System of the United States. 


In addition the authorities withdrew Canada's net balance with the International Monetary Fund 
which had been US $433 million at the beginning of the year. Reciprocal credit facilities were also 
arranged with the central banks of Germany and Italy in the amounts of US $150 million each and with 
the Bank for International Settlements for US $100 million while that with the Federal Reserve System 
was increased from US $750 million to US $1,000 million. 


Following official fiscal and monetary policy action and the Canadian exemption from the January 
United States balance of payments measures, it was apparent by mid-March that confidence in the Canadian 
dollar was returning. The incipient problem of international liquidity culminated in March, 1968 with 
a crisis in the gold market which was alleviated by the segregation of official monetary gold from 
non-monetary gold supported by a two-tier pricing system. Action taken by the members of the Interna- 
tional Monetary Fund to increase international liquidity by the introduction of a system of Special 
Drawing Rights, continued throughout the year. From mid-summer the focus of speculative attention 
switched somewhat away from North America especially to the deutschemark and the French franc. Standby 
credit facilities of US $2,000 million were arranged in November for this latter currency with the 
Bank of Canada providing US $100 million. 


Based on strong current account balances throughout most of the year which were buttressed by 
continued long-term capital inflows, Canada's overall foreign exchange reserves rose dramatically in 
the last three quarters of 1968 to record a substantial increase for the year as a whole which included 
the re-establishment of a net asset position of US $206 million with the IMF and the repayment of the 
US $250 million borrowed from the Federal Reserve System. Concomitant with this reserve increase the 
Canadian dollar displayed considerable strength on the foreign exchange markets, trading throughout 
the last eight months of the year within the permitted one per cent range above the official par value 
in terms of the United States dollar. 


At the end of the year Canada's official holdings of monetary gold and United States dollars 
were US $2,827 million, a rise of US $559 million over the year. The strong increase in reserves 
pushed them in November above the normal level agreed to previously with the United States authorities. 
In recognition of measures taken by Canada to ensure that it did not serve as a "pass through" channel 
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to circumvent the United States balance of payments program, and of the investment policy for foreign 
exchange holdings as well as of changing institutional factors reflected by the Canadian borrowing in 
Europe, the United States and Canada agreed in an exchange of letters made public on December 17 1968 
that Canada's reserves should not be limited to any particular figure although permanent Pee a in 
Canada's reserves should not be achieved through unnecessary borrowing in the United States. As shown 

_ in the accompanying statement, quarterly changes were substantial especially if consideration is given 
to the effects that the changes in the IMF position and the short-term borrowing from the Federal 
Reserve System had on these data. 


Canada's net balance or reserve position with the IMF amounted to $206 million expressed in 
United States funds at the end of the year, US $227 lower than at the beginning. As mentioned above 
Canada's net balance was withdrawn from the IMF in the first quarter of 1968 with the Fund's bolldines 
of Canadian dollars rising to virtually 100 per cent of its quota. Canada was then under an obligation 
to reduce the IMF's holdings of Canadian dollars to no more than 75 per cent of the Canadian quota of 
US $740 million, i.e. to no more than US $185 million. This was accomplished by the end of the third 
quarter and by the end of the year a small net creditor position of US $21 million was established. 


The annual change expressed in Canadian dollars showed an increase in official holdings of 
monetary gold and foreign exchange (including working balances of sterling) of $604 million. The de- 
crease in the IMF balance amounted to $249 million while the borrowing and repayment of US $250 million 
from the Federal Reserve System at different exchange rates resulted in a residual of $2 million ex- 
pressed in Canadian dollars. In total these transactions reflect a $353 million rise in Canada's 
official net monetary assets. 


The following statement provides data on foreign exchange rates and certain reserve items: 


United States Dollar in Canada i Net balance Reciprocal 
holdings : ae 
: F cione tary with Inter - swap facility 
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Canadian cents millions of United States dollars at end of period 
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Note: The total of exchange holdings does not include holdings of the Government of Canada at December 
31, 1968 of $84 million of medium-term non-marketable securities of the United States 
Government, acquired in 1964 in connection with the Columbia River Treaty arrangements, 
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Canada's Accounts with the International Monetary Fund 


Canadian assets 


Transactions 
Period Subs - Total 

crip- Loans aetare 

tion (GAB) 

(Quota) 

1947-1965 S050 50.0 600.0 
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Ganadian liabilities = 


of Canadian dollars 


Transactions 


Net drawings 
of foreign 
currencies 


by Canada 


54.3 


3617 2 


426.0 


- 64.8 


IMF holdings 


Net drawings 
(-) of Cana- 
dian dollars 
by other 
countries 
millions of United States dollars 


Other 


transact - 


ions 


2603) 


TOtaL 
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246.6 
341.5 
341.6 
D308 


S212 
32235 
Ses 
341.6 


13929 
618.9 
554.1 
53368 


Canada's 
net 

balance 
with 
IMF (1) 


353.2% 
448.5 
433.4 
206.2 


468.5 
452.4 
453.7 
433.4 


Oy 
T2ie 
LEde9 
206.2 


(1) This is a cumulative measure of the net resources provided by Canada to the IMF including loans 


under the General Arrangements to Borrow(GAB). 
appears as item H2 in the balance of payments statement. 
This may be drawn by Canada virtually 


positive, represents its reserve position in the IMF. 


automatically on statement of balance of payments need, but Canada would then be under an obligation | 


The Canadian dollar equivalent of the change 
Canada's net balance with the IMF, when 


to restore its net balance to 25 per cent of its quota which is currently $740 million, i.e. to 


$185 million. 


(2) Sales of Canadian dollars to IMF for gold. 


(3) Dividend payment to Canada. 


Note: The statement is expressed in terms of United States dollar equivalents in accordance with the 
IMF practice. Since members are obligated to maintain the gold value of the IMF's holdings of 
their currencies, from time to time there have been adjustment payments between the IMF and 
Canada in Canadian dollars arising from changes in the exchange rate. 


not reflected above because the series are shown in United States dollar equivalents, and do not 


These transactions are 


appear in the balance of payments statements because only the change in Canada's net asset is 
shown. The adjustment transactions affect the Public Accounts of Canada. 


Revisions 


This report contains final data for 1966 for the current account items and items Dl to D8 of 
the capital account. Revisions for the capital account items from D9 to D17 are still not complete and | 
therefore are not included in this report. 
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Summary of Current Transactions with the United States, United Kingdom, Rest of Sterling 
Area, Other OECD Countries in Europe and Other Countries, Fourth Quarters 1967 and 1968, 


and Changes Between the Periods 
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Fourth quarter 1967 1968 Change 


1967 1968 Change 


millions of dollars 


All Countries 


Merchandise exports (adjusted) ........ Hon 35057; 3,686 + 
Merchandise imports (adjusted) .........+.. 2, 766 3,444 + 
Balance on merchandise trade .........- BASE + 291 + 242 - 
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United Kingdom 
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Merchandise imports (adjusted) ........... 5 142 181 + 
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Other OECD (Europe) 
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Note: Omission of items A7 and B7 for inheritances and migrants' funds in the main balance of payments 


19 
61 
42 


United States 


2,047 2,554 + 507 
2,009 2,500 + 491 
+ 38 + 54 + 16 


507 5190 See a 
875 900 + «25 
- 368 5°38 =, 0g 
2,554 37072 «4516 
2,884 3,400 + 516 
- 330 55338. Ga 


Rest of Sterling Area 


IUSyiL 149 ~ 2 

Lad 140 + 29 

+ 40 + 9 - 31 
2) 7) 59 + 2 

37 41 + 4 

+ 20 + 18 - Zz 
208 208 - 
148 181 + 33 

+ 60 + 27 - 33 

Other Countries 

289 397 + 108 

PAA 338 + 67 

+ 18 + 59 + 4l 
65 74 + 9 

72 76 + 4 

- I - 2 + 5 
354 471 + 117 
343 414 + 71 

+ ll Dy + 46 


table at the back of this report yields exports and imports of goods and services as published 


in the National Accounts. 


ee 


Summary of Current Transactions with the United States, United Kingdom, Rest of Sterling 
Area, Other OECD Countries in Europe and Other Countries, Years 1967 and 1968, 
and Changes Between the Periods 


Se 
Year 1967 1968 Change 1967 1968 Change 


millions of dollars 


All Countries United States 
Merchandise exports (adjusted) .......... ee Ibe Sk3}7/ LOI eee 20 Us B25 Sok eae tbe sy2 
Berenandise imports (adjusted) ....c...0re6 10, 906 2S OZ + 1,396 7, 980 9007. L027 
Barance’ on merchandise trade’......:s0..... + 481 -+ 1,295 + 814 - 655s 490-1709 Se" 825 
CUE CONLECSCCI DTS {hs ts. cece eeu se sieees 3,698 3,509 . 189 250 OT 154 
Biher current “payments ......... Bee clere'e e's “4722 4,985. + . 263 33225 3,474 + 249 
Balance on non-merchandise transactions ... - 1,024 - 1,476 - 452 ~ 7240 &- OS 12742 = 403 
BENE CMMEGOCOL DES a press ole sores estes s eters pers ele 6 Glee LD Oo5 17,106 +2502 1 9, 826 11,524 + 1,698 
MOEALepayMeNtsS™ s...eeesee Diahenetelcietoierstera sicls crs aie iS so28 L287 + 1,659 SZ 05 12,481 + 1,276 
BoerentaccOuUnt Dalance) ..i.cccescsaecescecces = 543 - 181 ap SOY - 1,379 - 95/7 + 422 


i 


United Kingdom Rest of Sterling Area 


i 


Merchandise exports (adjusted) ............ 1,199 1,240 + 41 642 616 - 26 
Merchandise imports (adjusted) ............ 651 683 + 32 434 457 + 23 
Balance on merchandise trade ........ Riencce hem O48) epee 0 557 + 9 + 208 + 159 - 49 
MemeerOULDent £ecel pts’ ss. -cce cee eee Sietecs 395 370 - 25 227 228 + 1 
Bemere current payments ...c.scesssbecees ates 459 488 + 29 246 186 - 60 
Balance on non-merchandise transactions ... - 64 - 118 - 54 - 19 + 42 + 61 
PES ECMMELCCOLDUSE ois occ sete eo obese wale ore ee aroha 1,594 1,610 + 16 869 844 - 25 
SESiccWIMEDAYMETIES  . . e.0,0 » 01s 60s 0s Veleretotsteteletste sic iO laze: + 61 680 643 - 37 
BGacent  acCOUNt balance Sasssccccseseseceses += 9484 +5 G39 - 45 + 189 + 201 + 2 
Other OECD (Europe) Other Countries 
\@merchandise exports (adjusted) ......ccse0- 910 10S Omen 129 hes hati T5225. 4 204 
famerchandise imports (adjusted) ......esse00 843 940, + 97 998 1,215 +. Pay 
Balance on merchandise trade ......... Sekai let) et 67 + SIS) Ss 32 HES syle) ae SHO) ac 5 
(Wether current receipts ........ Beta) ARTO 294 256 - 38 281 308 + Pag 
Me CULT CNte payment’ sis .cte cess weetecees spy: 549. + 37 280 283) 7+ 8 
' Balance on non-merchandise transactions ... - 218 - 293 - US + 1 + 20 + 19 
RCCL ES os fc «5 ee a's sie vn i6 vise wi. oe vi ace se 1,204 1529599 at 91 592 13833) +28 241 
SPMD AVIGCNES So. cee cvs Wee eee cee Nees. eietats 1355 1,489 + £4134 15278 15030 225 
Meerert account balance .......cscccosececs =e 5d. =e 5194 43 + 314 + 330 + 16 


Note: Omission of items A7 and B7 for inheritances and migrants' funds in the main balance of payments 
table at the back of this report yields exports and imports of goods and services as published 
in the National Accounts. 


No. 


ry 


SOU FW PY 


Seas 


Exports and Imports of Goods and Services, Seasonally adjusted, 1966-68 


Receipts 


Merchandise exports (adjusted) .......ces0es- 


Gold production available for export ........ 
rayclmexpend:d Cures mrs sleleleletenerer- ao0oGCr tote) oedeye 
IMeeces taondediv; LdendSpucteiierereksreloielcletetelsielelolsie 
ieee Zhorel Sloetoyoekayes Gooognocdod SO O00C sbobood 
Inheritances and migrants ' funds o...°..... sere 
INI helene (eIeEhSEVEeNS GogcoGoaoogdo0s ohenenclelel 


Sub-totals non-merchandise transactions ... 


MOLINE Sadooc shal etenciersrercielatel sel slevetevereReleietstelorele 
Payments 

Merchandise imports (adjusted) ..... HOO OCOC 

Gold production available for export ....... 4 

ICERMEIL ChgocvereltirEnetssy coooqoooododandacooGo0dCe 

INMEBICOSIE @hayel CB AMIENKE GoooccooconoUT OOOO OO0S 

Freight and shipping ..... Fob ACEOSBOCOO ODDO OD 


inheritances sand emi'sirants | ehunds sueteletelrsierer cere 
All other transactions (including official 
Contr. DUEL ONS) me stereclele 96.0 UO OGU.OD OG OO OO Oe OG 


Sub-totals, non-merchandise transactions 


TOta@lS ats staieteters cere chore aheleWel siete hele cite crenecotere 


Balance 


Merchandiser trader (adjusted!) ie ccc clerelelelsis olele 


Gold production available for export ........ 
Travelmexpendlituiresin. sieieie choise ere So0D00Ca0DDOS 
Ibmeeresic eke Ganley ooocaogooondoooodonHso“ 
MaSaleaE hovel Glory wks ooooadnacod6oo0n0co0bdOe 
Inheritances and migrants' funds ....... G00G0 


All other transactions (including official 
COMER DUELONS avy. cle dorestete feces eke cic otteae tae eterele 


Sub-totals, non-merchandise transactions 


TQ 


+ 


inal @, 


2, 


1, 


3, 
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1966 


IIE 


millions of 


464 


223 
276 
204 

48 
Lo 
070 


534 


Pal 
30 
13 
187 
22 
17 
134 
306 


285 


2, 


3, 
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4- 


660 


Si 
209 
70 
198 
ae 
195 


775 


435 


EVE 


dollars 


2, 


1, 


3; 


1 


+ 


683 


222 
325 
210 

| 
eye) 
185 


868 


Year 


10,326 
127 
840 
318 
758 
268 
759 

3,070 


13,396 


10,102 


900 
1,140 
823 
198 
1,395 
4,456 


14,558 
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a. 
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TQ 


5862 
31 
238 
80 
208 
80 
211 
848 


,710 


,690 


234 
266 
$92 
52 
380 
5154 


5844 


Exports and Imports of Goods and Services, Seasonally adjusted, 1966-68 


LO 


2, 
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4, 


++ 


oo 


797 


212 
2o7 
222 

ys 
434 
217 


014 


79 
29 
59 
238 
10 
35 
240 
265 


186 


1967 


NOMEN EMG, 


2, 


1, 


3; 


2, 


1, 


3, 


+ 


678 
26 
436 
78 
208 
88 
202 
038 


716 


741 


205 
o49 
27 

56 
363 
160 


901 


VEO, 


oh 


Year 


++ 


millions of dollars 


11,387 
112 
1,304 
294 
845 
337 
806 
3,698 


15,085 


10,906 


877 
1,190 
884 
213 
1,558 
472? 


15,628 


481 
1 
427 
896 
39 
124 
752 
1,024 


543 


oy) ae 


IQ 
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1, 


4, 


+ 


287 
28 
236 
75 
229 
76 
184 
828 


115 


013 


236 
313 
238 

Sy 
oy 
WS)3) 


208 


IME 1) 


2, 


1, 


4, 


955 


232 
342 
234 

53 
380 
241 


196 


1968 


ALE We, 


3, 


4, 


3, 


1, 


4, 


aa 


Sieh) 

at 
254 

95 
227, 
106 
197 
906 


265 


042 


pay hs, 
346 
230 
58 
386 
299 


341 


IV Q 
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1, 


4, 
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Zoe 


253 
309 
239 

58 
S91 
250 


542 


ot 


ob 


Year 


13,597 
112 
992 
339 
919 
371 
776 

3,509 


17,106 


12,302 


1,000 
1,310 
941 
220 
1,514 
4,985 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1968 are preliminary and data for 1967 are subject to revision 


IV I ee PEE IV 
No. - 
millions of dollars 
A Current receipts: 

1 Merchandise exports (adjusted), suw.cieceeeie se nenieererene: 2,806 2,609 3,018 2,403 35057 
3 Gold productionsavalle ble TOTmMOX DONG er. cecestente creeks ene erence eee SZ 32 28 26 26 
4 Travelvex penditunes mene wee Okita renee oer eee ee 128 82 346 708 168 
5 Thterestrand ividendse wet, kraut: Male aetna rel eee eee 114 70 53 61 110 
6 Bir eighih amides hi pple ect cces see, vies ees ea oa aeons cae are natete c ee eee 207 181 216 Dine 226 
7 InheritanGes Ana Uinmleran tsa Hum se eye eee econ een eee energy 67 60 96 106 US; 
11 AM OtREr CULPEN WTEC OUDUS serie, cease secs ccaeetee sods sneses-davseks wcaseoenteane evaceupaeoncrtdy 192 214 £93 202 197 
12 ‘Totalvcurrent receipts Ute ee ee eee 3, 546 3,248 35950 4,028 35859 

B Current payments: 

1 Merchandise impontsecadiusted merce eete nt eee tert teers 2, 766 Pe Sal 3,012 WEEN 7/ 2,766 
4 PEP AVE zeXp CHOU © Sie camer eset ore eRe eer Ne eee 55 209 230 278 160 
5 TnverestranGidinvicen Sees meee cena ae mee ne eee ee Rhee cieb a 414 249 Va 270 399 
6 Birebohit anGt SHPO une de ees eee eects eee eC ee Re rere 218 187 252 233 232 
7 Anheritances andecmierantcrelWmd Sareea ste eee eae eee mene eres 58 42 47 65 59 
9 Official rcontribu pions escent eee emer aie ere en eee eee ee 35 Sy 80 20 29 
11 FANISOPHEr CUIRER VD AyIN CN GS: Merten geet cet Rees me ees ere ee ee are 330 332 B5i/ 343 345 
12 Totaliicurrent paymentS. 2.0... ee ee ee eee 3,974 Shy Seo 2 Go 230 3, 826 3,990 

C Current account balance: 

1 Merchandise stra d ete cnsinneeerete: cyntes na rene ter eee oe em sen aa menace + 40 + 98 + 6 + 86 + 291 

2 OEDSTApTaniS a CuLONs CXC LU City Bemis.) eee eet eee eee ere = ABS =) 380 = DONE Mes Tie = 393 

3 ©MiUCTaAl COMMU ULON Smee eee een ee ce mee et een Oe eee = 33) = | by - 80 - 20 - 29 

4 Ota eae Pie een eer ceria cera cl olen nee ce ene Ce een - 428 - 334 - 280 + 202 = 138i 

D Capital account: 
Direct investment: 
1 DICE TaN GANESH ORITENGEY —oyacsc aceon centsatesssnosaenesearescenacermadin Shere eetee ae (aga + 138 + 164 +143 ie gh H/S 
DIE CHAIN VES TTT Ure b ro Cl Meee eet cee see eee ners ere eer ar™ - 34 - 30 - 7 - 25 - 28 
Canadian securities: 

Bal Trade in outstanding bonds and debentures ...cceccececcscssseceeesereeeees = ils = Ko =u? - 10 - 14 
3.2 Trade in outstanding common and preference StOCKS oo... - 44 =p 3 =i: are oO) + 52 
4 ING WIS SIG Spree cece eee eer oe Sere rte EM ne ee ee Ue oe eae, + 228 + 317 + 291 + 274 + 418 

5 RUSEIREIMen tS memes cee A he RRR rc ra ee ea sy itshl = Bx! = isi - 48 - 101 

6,7,8 POLCLENTS SCUTLTLO Si ee eee Terre ere ee ee tae net Rey ete ee - 93 - 74 = UF - 142 = 32 
Loans and capital subscriptions by Government of Canada: 

9 AdVanGe sete arr eta eer ee Seen eee NE Ree - 17 - 3 - 3 - 9 28 
10 Ree pavinlen bSiio* Clam) cic al eemmenre ieee tre Reece merane ear Rts Ure + 19 + 11 + 2 + it + 20 
11 Columbia River Treaty, net + 32 - - - + 44 
13 MOmEe-venM CAaDltale prams a CUlOnS ile cseaee ee meee eee ne ener - 24 + 39 + 49 a7 thf + 94 

Change in Canadian dollar holdings of foreigners: 
14.1 Deposits) jc ce eer eee One e esettte ere aR an inte eee ee a + 12 + 48 - 59 + ii + 28 
14.2 Government of Canada demand liabilities o..cccccccccccccsccseseveeseeeeseee + 8 - 6 - 7 - 2 me ugl 

14.3 Canadian treasuryaloilllismesee serene te oo ee en eee - 9 + 15 + 8 - 17 - 2 

17 Othersca pita lsmoweimenitcme sete eee ccna eee er eee nen ees 255 - 13 + 28 - 435 - 382 
E Net capital movement (excluding monetary items shown below) in: 
JAHN He HSH ato IO) geglsia( IO) {iGo} ID) S})) aces ssccug woe vscacontesnelenortubccnse ceteakebe pekebuere jeece + 143 ae ALi} + 256 + 301 + 505 

2 Short-Fermbiforms: (Di 45. tomDey) pau ete were ce ee eee + 266 + 44 - 30 - 447 - 345 

3 Total eerste ec ees Ree ee eS. a + 409 +321 + 226 - 146 + 160 

H = C+E| Official monetary movements in the form of: 

1 Change in official holdings of gold and foreign exchange .............. = ANG se Sis - 37 + 55 + 51 

2 Change in net International Monetary Fund poSition .....cccccceseecees = 9 + 22 Ee pil ll) + il = | 122 

3) Reciprocal swap facility with Federal Reserve System w.ecsece = - - - - 


Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A 1\ Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 
B 1) the annual reports on ‘‘The Canadian Balance of International Payments”’. 


oid \ This item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, 
B 11) insurance transactions, and business services. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1968 are preliminary and data for 1967 are subject to revision 


1968 Annual totals 


ne 8 en OR ey Ee ee ee eee 
if Il ALGO IV 1966 1967 1968 No 
ieee doe millions of dollars 
A 
3,019 Sysyal 3h Sisul 3,686 WO) SAG) Teil Shshyi 135597 iT 
29 28 BF] 28 Wy) iy 2 3 
79 235 548 130 840 304 992 4 
68 80 719 ee 318 294 339 5 
200 236 238 245 758 845 919 6 
57 102 128 84 268 S13} 7/ Syl 7 
187 193 196 200 759 806 776 11 
3,639 Arcee’ 4,567 4,485 13,396 1005 17,106 12 
B 
2,788 3,186 2,884 3,444 HOR MOZ 10, 906 Ie 302 1 
209 243 By/S) E73 900 877 1,000 4 
292 S15 298 405 1,140 1,190 LSO 5 
201 244 245 251 823 884 941 6 
41 48 70 61 198 ZS} 220 rt 
14 39 Sil 29 166 181 iS) 9 
342 344 343 352 15229 ee 1,381 11 
3,887 4,419 4, 266 he 715 14,558 15,628 287 12 
(e 
+ 231 + 355 + 467 + 242 + 224 + 481 + 1,295 1 
- 465 - 320 =e l5 - 443 = 15220 - 843 = 843 2 
- 14 - 39 - 51 - (29 - 166 - 181 - is3 3 
- 248 - 4 + 301 - 230 = 62 - 543 - 181 4 
D 
+ 10 + 205 + 185 + 185 + 710 + 620 + 585 i} 
- 85 + 10 = 15 - 80 - 3) - 90 - 170 2 
- 53 =e Ue - 13 + Wl - 104 - 56 - 70 31 
+ 15 + 34 + 10 + 53 - 136 =: 12 + I Bae 
+ 416 + 712 + 488 + 345 + 1,465 + 1,300 + 1,961 4 
- 126 = AL - 39 - 109 - 499 - 338 - 395 5 
- 87 Sealey), = 132 - 118 - 401 - 418 - 464 6,7,8 
oe DO 2:8 aor LG ee : 35 2 38 = 78 9 
ae + 2 fe Z + 24 + 34 + 5 10 
- - - + 88 + 32 + 44 + 88 11 
+ 30 qe 5 = Ti - 8 + 10 + 269 = 30 13 
+ § + 4 + 4 + 54 + 10 + 24 + 70 Wal 
a 4 x 3 4 4 + 27 + 5 - 4 ae val 14.2 
a) 23 + 1 + 11 + 13 : 15 4 + 48 14,3 
- 656 - 99 - 548 + 154 - 258 - 802 - 1,149 17 
E 
+ 112 + 721 + 392 + 319 + 1,061 + 1,339 + 1,544 1 
- 629 = WY = 513)? + 248 - 258 - 778 = 1020 2 
= 17 + 624 - 140 + 567 + 803 + 561 + 534 3 
H=C+E 
aae23 + 355 - 43 + 315 - 462 + 34 + 604 1 
- 471 + 130 + 70 ate. + 103 ~ 16 - 249 2 
= rfl + 135 + 134 - - ~ - 2 3 
Notes: D A minus Sign indicates an outflow of capital from Canada. 


D 1,2 Exclusive of undistributed profits. 


D 17 This item includes mainly changes in private and chartered bank holdings of exchange, international money market 
transactions, loans, and changes in open account commercial indebtedness. It aiso includes the balancing item 
representing unrecorded capital movements and errors and omissions throughout the accounts, 


H 3 Aminus sign indicates a receipt by Canada. 
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The basic historical record of the Canadian quarterly Balance of Payments with all countries 
(including bilateral transactions) may be obtained from the following publications. 


Catalogue Number Title Price per copy 

67-505 "The Canadian Balance of International Payments - A Compendium of 

Statistics tromel946 to 1965") for L9A6Mto W964 Soe. Pa Tika ton S250 
67-201 "The Canadian Balance of International Payments 1963, 1964 and 1965 

and International Investment Position", for more detailed infor- 

MBNA oonococodo a0 OOUnOKO0O00E SOO OO UOOCOE Se0do0ao0aC s0obcnsoo0DN0C L250 
67-001 "Quarterly Estimates of the Canadian Balance of International Pay- 

Ments. seconds Quarter 9 6/7 foro OSM eter. SC OGO GOO COCOOCOOOCOOC6L .50 
67-001 "Quarterly Estimates of the Canadian Balance of International Pay- 

ments, Fourth Quarter 1967" for bilateral data for 1965 and 1966 -50 
67-001 "Quarterly Estimates of the Canadian Balance of International Pay- 

ments, Second Quarter 1968" for revised 1966 and 1967 data ...... : 50 


Note: Additional subsidiary detail published regularly may be traced through the successive quarterly 
reports. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


FIRST QUARTER 1969 


Canada's current account deficit from transactions with the rest of the world widened to $311 
million in the first quarter of 1969 from $248 million in the same period of 1968. This change 
reflects a reduced merchandise trade surplus, as imports rose at a faster pace than exports, and an 
increased deficit on non-merchandise transactions due largely to increased travel payments to non- 
residents. Capital movements produced a net inflow of $274 million, a swing of over three quarters of 
a billion dollars from the outflow in the corresponding period of 1968. In the period under review, 
long-term capital inflows were at a high level overshadowing short-term outflows. In the previous 
year, however, speculation against the Canadian dollar induced aberrations in many accounts so that a 
short-term capital outflow of $629 million was only partially offset by a low long-term capital inflow 
of $112 million. Official net monetary assets fell by $37 million in the first quarter of 1969 compa - 
red with a drop of $765 million in the corresponding period of 1968. 


Summary Statement 


1968 1969 
1967 1968 ee ee 
I Q Th Oe silico IV Q I Q 


millions of dollars 


Merchandise trade balance ......c.ccscee 248) ed 2 95 wee an oss) Gp ey Geetha AINE 
Balance on non-merchandise transactions - 1,024 - 1,454 - 479 - 354 - 153 - 468 - 525 
Meentaaccount balance ... cs diccceeccs.c.0s - 543 - 159 == 248 ce ee BPE ec FA - 226 = 311 
Capital movements in long-term forms .. fib, 339 +.1,544 +112 + 721 + 392 Eee Bee Ws ayes 
Capital movements in short-term forms - 778 = eb O32 - 629 = LOZ = 545 +244 = 289 
mmecapital movement(1) ......cesscssess + 561 apy - 517 + 619 - 153 + 563 + 274 


Official monetary movements(2) ..ccceee “ 18 Bf aoe - 765 +620. +161 +33 pe) oe 


(1) Excluding items in final line. 
(2) Change in holdings of monetary gold, foreign exchange and net balance with the International Mone- 
tary Fund less reciprocal swap facility with Federal Reserve System. 


Merchandise Trade 


The merchandise trade surplus in the first quarter of 1969 stood at $214 million, $17 million 
less than that in the first quarter of 1968. With some of the forces which pushed demand for Canadian 
goods last year, such as strikes or anticipation of strikes in some basic industries in the United 
States, being no longer felt and with the growth in the demand for imports following in the wake of the 
export surge in 1968, imports rose at a higher rate than exports. Exports increased by over 15 per 
cent to $3,488 million but imports rose by over 17 per cent to $3,274 million. The year-over-year 
relative increase in exports was about the same as that in the first quarter of 1968, but the rate of 
increase in imports was much higher than that in the first quarter of 1968. 


As usual a number of adjustments to the recorded trade totals were required for balance of 
Payments purposes, Net additions amounting to $20 million and $10 million were made to exports and 
imports respectively mainly reflecting progress payments in excess of current aircraft deliveries; the 
effect of these adjustments was to increase the merchandise trade surplus by $10 million. 


Over one half of the increase of $469 million in exports in the first quarter of 1969 over the 
corresponding period in 1968 took place in the end products groups of commodities which increased by 
over 26 per cent to about $1,240 million. Within this group of commodities exports of automobiles, 
other motor vehicles and engines and parts amounting to about $825 million increased by over $230 mil- 
lion and accounted for nearly 90 per cent of the group increase and for about 50 per cent of the total 
increase in exports. Commodities within the fabricated materials group which showed relatively large 
export increases were lumber, woodpulp, and newsprint which rose by a total of $150 million; in the 
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crude materials group, exports of crude petroleum and natural gas increased by over $17 million and 
iron ore, nickel and asbestos by about $30 million. Value of clearances of wheat to overseas markets, 
which in the first quarter of 1968 was about $24 million less than in the corresponding 1967 quarter, 
rose to about $125 million in the first quarter of 1969 from just over $120 million in the first quar- 
ter of 1968. There were reductions in sales abroad of barley, copper and alloys, agricultural machine- 


ry and aircraft engines and parts. Over 90 per cent of the increase in exports went to the United 
States. 


Imports of the end products group of commodities contributed over $357 million or about 73 per 
cent to the increase in total merchandise imports. Imports of fabricated materials increased by about 
$100 million but imports of crude materials fell marginally by about 4 per cent, At over $194 million 
the increase in the reported value of imports of motor vehicle engines and parts accounted for about 
40 per cent of the total rise in imports. Other important increases in imports took place in iron, 
steel, aluminum and copper fabricated materials, machinery and other equipment and tools including mea- 
suring and laboratory instruments and electronic computers, There were reduced imports of agricultural 
machinery, wheel tractors, automobiles and chassis amounting in all to over $50 million. Imports of 
sundry metals in ores, concentrates and scrap fell by about $13 million. As in the case of exports, the 


greater part of the increase in imports, some $338 million or about 80 per cent, was attributable to 
imports from the United States, 


Between the first quarter of 1969 and the corresponding period of 1968, average export prices 
increased by about 4 per cent reflecting in part the increasing cost of labour and financing. Of the 
major groups of commodities, the fabricated materials group showed the largest increase of about 6 per 
cent, with the increases in the other major groups ranging between 2 and 3 per cent. Within the fab- 
ricated materials group an increase of over 23 per cent was recorded for lumber. Average import prices 
increased by about 2 per cent over the first quarter of 1968, Prices for the crude materials group 
increased by over twice this total increase; the prices of the other two major groups namely the fab- 
ricated materials and end products moved in line with the general change of import prices, 


Non-Merchandise Transactions 


In the first quarter of 1969 the deficit on non-merchandise transactions rose by $46 million 
or about 10 per cent over the corresponding period last year to $525 million. The increase of over 
7 per cent in total receipts which rose to $665 million was more than offset by the increase of over 
8 per cent in total payments which rose to $1,190 million. The rise of $46 million in the deficit was 
due largely to a climb of $40 million in the deficit on travel account which amounted to $170 million. 


Total receipts from travel increased by about 14 per cent or $11 million, but total Canadian 
travel payments to non-residents increased by about 24 per cent or $51 million. Expenditures in the 
United States rose by 27 per cent to $200 million whilst expenditures overseas increased by over 15 
per cent to $52 million. The number of overseas visitors to Canada increased by 25 per cent to 40,000. 
The ratio of the travel deficit to the total deficit on non-merchandise transactions rose from 27 per 
cent in the first quarter of 1968 to 32 per cent in the first quarter of 1969. 


Travel Expenditures Accompanying the changes which have been 
taking place in merchandise transactions, freight 
; and shipping payments rose by about 7 per cent 
—First three months Change to $214 million while receipts increased by 5 
1967 1968 1969 in 1969 per cent to $209 million. The first quarter 
mplianderGtadol lars deficit on this account rose to $5 million. 
United States: Gold production available for export was lower 
Receipts ... 71 68 80 + 12 by $2 million than in the corresponding period 
Payments ... 141 157 200 + 43 last year. 


Balance’ 3... 70 - 89 - 120 
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The net balance from receipts and pay- 
Overseas: ments of interest and dividends remained almost 


Receipts ... 11 1h 10 =. oF stable, registering a very slight decline of $l 
Payments ... 54 Se 60 7 million from $224 million in the first quarter 
Balance .... - 43 ec - 50 - 8 of 1968 to $223 million in the same quarter of 
1969. However, both payments and receipts were 
All countries: higher, the former rising from $292 million to 
Receipts ... 82 79 90 el $307 million and the latter from $68 million to 
Payments ... 195 209 260 ay | $84 million. On the payments side, increased 
Balance .... BETS O a P49 — =~ 170 ht) interest disbursements of $20 million to $142 


million were partially offset by a $5 million 
decline in dividend payments to $165 million. 


Interest and Dividends: Payments 
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Period Tocat Interest Dividends 
millions of dollars 

MOO) See svesens os ‘ 1, 190 471 719 
1968 F eS O) 549 761 
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IW © 405 160 245 
1969 ies Clarets 307 LAD 165 
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Increased interest costs were due mainly to new 
Canadian bond issues in 1968, particularly those 
in the United States of provincial governments 
and corporations and in Europe of provincial gov- 
ernmments. Smaller payments by Canadian subsid- 
iaries to parent companies in the United States 
were chiefly responsible for the decrease in div- 
vidend outflows. An important element in inter- 
rest receipts has been the net income on official 
holdings of foreign exchange. Dividend receipts 
on direct investments abroad showed a decline 
which was partially offset by increased receipts 
on portfolio investments. The net payments of 
interest and dividends accounted for about 43 

per cent of the deficit on non-merchandise trans- 
actions, or about 4 percentage points less than 
the corresponding proportion for 1968, 


Despite a decline of about 15 per cent 
in numbers, receipts from immigrants increased 
by about 9 per cent due to higher per capita 
funds brought in by immigrants from the United 
States and from the Rest of the Sterling Area. 


Balances on Principal Non-merchandise Transactions 
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First three months 


Change 

1967 1968 1969 in 1969 
millions of dollars 

+ 32 ap | PAY ap AT - 2 
eee) - 130 - 170 - 40 
- 179 - 224 - 223 + 1 
- 6 - if - 5 - 4 
+ 18 + 16 + 21 a 
aoe as) - 14 - 16 ee? 
= 52 a SYS} = 159 = 4 
- 432 - 479 = 525 - 46 


Current Transactions in the First Quarter-Seasonally Adjusted 


In the first quarter of 1969 the current account deficit, seasonally adjusted at quarterly 


rates, rose to $156 million from a deficit of $88 million in the fourth quarter of 1968. 
highest quarterly deficit in the last six quarters. 


This was the 
The widening of the current account deficit was 


due to a decline of $54 million or about 20 per cent in the merchandise trade surplus to $232 million © 
and a smaller increase of $14 million in the non-merchandise trade deficit which rose by about 4 per 


cent to $388 million. 


After removal of seasonal variations total exports of goods and services increased by almost 
5 per cent while total imports of goods and services increased by over 6 per cent from the last quar- 


ter of 1968. 


On the receipts side, while merchandise exports rose by $188 million or by over 5 per 


cent to $3,766 million, there was only a smaller advance of about 3 per cent or $25 million in the 


non-merchandise receipts to $901 million. 


There was an expansion of over 7 per cent in the merchandise 


imports to $3,534 million over the fourth quarter of 1968, seasonally adjusted at quarterly rates. 
Thus the higher rate of increase in imports which appeared in the fourth quarter of 1968 has been more 


or less maintained. 
over 3 per cent above the fourth quarter 1968. 


On the non-merchandise payments side, total payments rose by $39 million to just 


Balances on Current Transactions, 
Seasonally Adjusted 


Balance 
Merchandise on non- ase 
balance merchandise Ss 
: balance (1) 
transactions 
millions of dollars 
1967 
ir @ + 72 - 306 - 134 
ie @) =e 79 - 265 - 186 
ie 6) - 63 - 122 - 185 
IV Q + 293 - Sysul oe) 
Year + 481 - 1,024 - 543 
1968 
fn + 274 - 366 - 92 
iO + 418 - 338 + 85 
ape) Q + Sile7, - 381 5 Gs 
it\V/ (0) + 286 - 374 = foxes) 
Year + 1,295 - 1,454 - 159 
1969 
©) + 232. - 388 - 156 


(1) Omission of inheritances and migrants' funds 
yields exports and imports of goods and ser- 
vices as published in the National Accounts 
(seasonally adjusted at annual rates). 

Note: Details of current account items, 

seasonally adjusted, may be found on 
page 17. 


Quarterly Current Account Balances 


1) Le .On” Lite OMe Q Year 
mi Litons of sdollars 

United States: 
SOMME einshene 02 =r. 520 53= 2330, =.15379 
HOGB), 5. tecrnd a5 = EGO 9S Deve ce IS eS sy 935 
USNSS) oacachcn epee - 451 

United Kingdom: 
BO Gin Scie wir -»- +125 +108 + 88 + 163+ £484 
MOG Sees revs tos § -» +118 +122 +108 + 91 + 439 
LSS) ae toewtrl.O3 

Other countries: 
ee cas F123 +132 + 61+ 36 + 352 
MOOS wares Sober. 8 + 94 + 163+ 73 + 7+ 335 
eee fc. e4 + 37 

All countries: 
MOG east. 2° - 334 - 280 + 202 - 131 - 543 
1968 Selcisenemzao,y + 1+ 314 - 226 - 159 
MIGO ES. aids bctageecd LL 


Seasonally adjusted at annual rates, mer- 
chandise exports, during the first quarter amount- 
ed to $15,064 million representing an increase 
of more than 10 per cent over the 1968 annual 
total of $13,597 million, as against an increase 
of over 19 per cent between 1968 and 1967. On 
the other hand, merchandise imports, also sea- 
sonally adjusted at annual rates, rose by about 
15 per cent to $14,136 million over the 1968 mer- 
chandise imports total, as against an increase 
of about 13 per cent from 1967 to 1968, to yield 
a merchandise trade surplus of $928 million, that 
is about 28 per cent below the 1968 trade surplus. 
The deficit on non-merchandise transactions, sea- 
sonally adjusted at annual rates, amounted to 
$1,552 million representing an increase of about 
7 per cent over the 1968 deficit. On this basis 
the current account deficit for the first quarter 
of 1969, seasonally adjusted at annual rates, was 
$624 million, equivalent to about 4 times the 
deficit for the year 1968. 


Transactions by Areas 


In the first quarter of 1969 total re- 
ceipts from the United States rose by 19 per cent 
to $2,897 million and total payments increased 
by 16 per cent to $3,348 million. The current 
account deficit with the United States thus fell 
by 2 per cent to $451 million. The merchandise 
trade deficit of $20 million with the United 
States was $35 million lower than in the first 
quarter of 1968. Exports to the United States 
broadly maintained the rate of increase of the 
previous year as the United States economy con- 
tinued to expand at a substantial pace despite 
the imposition of deflationary fiscal and mone- 
tary policies. Exports to the United States 
increased by over 20 per cent to $2,478 million 
whilst imports from the United States increased 
by 18 per cent ot $2,498 million. The increase 
of $423 million in exports to the United States 
accounted for over 90 per cent of the total in- 
crease in exports, whilst the increase of $388 
million in imports from the United States ac- 
counted for about 80 per cent of the total in- 
crease in imports in the first quarter of 1969 
over the corresponding period in 1968. The 
share of the United States in Canadian foreign 
trade increased by over 3 per cent to 71 per 
cent in the case of exports but remained un- 
changed at 76 per cent on imports. About 60 
per cent of the increase in exports was con- 
tributed by exports of motor vehicles and parts 
which rose by about $250 million or 47 per 
cent. Over 40 per cent of the increase in im- 
ports from the United States was due to in- 
creased imports of parts and accessories for 
motor vehicles which rose to about $430 million 
from about $260 million in the first quarter of 
1968. 


On non-merchandise transactions the def- 
icit with the United States rose by $26 million 
to $431 million. As already indicated, the bulk 
of the increased deficit on non-merchandise 


transactions was due to the travel account where the deficit rose by $31 million to $120 million. This 
development resulted from an increase of about $12 million or 18 per cent in receipts by Canadian res- 
idents from United States travellers which was more than offset by an increase of $43 million or 27 per 
cent in expenditures by Canadian travellers to United States residents. | 
important increase of $12 million or 11 per cent in the deficit on all other transactions, mainly 
business services. Partly offsetting the increased deficits there was a reduction of $16 million in 
the net interest and dividends payable to United States residents. 
increased by $5 million but receipts increased by $21 million leading to a deficit on this account of 
$192 million, about 8 per cent less than that in the same quarter last year. 
took place in the deficit on the inheritances and migrants' funds account. 


There was another relatively 


Payments of interest and dividends 


In addition a decrease 


Canada's Bilateral Accounts with the United States and the Rest of the World 


1967 
Transactions with the United States: (1) 
CuErent acount balance meres rrere clerensl stale ei SAIS 
Capital movements in long-term 
FOEMS" ti in cere oe steve eneit arene veeee ee olla ed 
Capital movements in short-term 
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1968 1969 

FL COTE INT AG IV Q I Q 
millions of dollars 

eG We - 356 ~- 476 
+ 367 + 285 + 325 + 378 
= TG et Pe + 262 - 308 
- 166 - 369 +n 234 - 408 
28S. ee Lee + OS + 140 
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(1) Excluding gold production available for export shown separately below. 


(2) Change in holdings of monetary gold, foreign exchange and net balance with the International 


Monetary Fund less reciprocal swap facility with Federal Reserve System. 


If the credit representing new gold production available for export is excluded, Canada's cur- 


rent account deficit with the United States in the first quarter of 1969 was $478 million. 


Capital 


flows between the two countries produced a net influx of $70 million as long-term movements led to a 


net inflow of $378 million while volatile short-term capital swung to an outflow of $308 million. 
sum, these transactions with the United States gave rise to net payments by Canada of $408 million. 


In 


Total receipts from the United Kingdom declined marginally by $2 million to $375 million and 
total payments to United Kingdom residents increased by $13 million or 5 per cent to $272 million over 


the first quarter in 1968. 


Exports declined slightly by about 2 per cent to $289 million but imports 


rose by about 8 per cent to $172 million. Thus the merchandise trade surplus with the United Kingdom 


fell by over 13 per cent to $117 million in the quarter under review. 
reflects measures taken by the United Kingdom government to improve its 
The United Kingdom share of total Canadian trade has declined by about 1 


quarter of 1969 and the same quarter of 1968. 


This change in part probably 

balance of payments position. 
3 per cent between the first 
Increases in exports amounting in total to about $17 : 
million have been recorded for newsprint, woodpulp, nickel ores and alloys and iron ore; these increase 
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were more than offset by decreases in wheat, lumber, copper and nickel manufactures, aluminum fabri- 
cated materials and radioactive ores and concentrates. The increase in imports was mainly concentrated 
in the end products groups of commodities which accounted for about two thirds of the total increase 

in merchandise imports. About another 30 per cent of the increase came from imports of fabricated 
materials. 


On non-merchandise trade both receipts and payments rose slightly, the former to $86 million 
and the latter to $100 million. The deficit fell by $3 million to $14 million. 


The current account surplus with all the other countries including the Rest of the Sterling 
Area and other OECD countries in Europe moved from $94 million in the first quarter of 1968 to $37 mil- 
lion in the first quarter of 1969, primarily due to a reduction by $58 million or by over 50 per cent 
in the surplus with Other Countries (excluding the Rest of the Sterling Area and OECD in Europe). Ex- 
ports to the other countries fell by 5 per cent and imports rose by over 13 per cent to $314 million 
and $296 million respectively. On non-merchandise trade the travel and interest and dividends accounts 
produced a total rise of $7 million in the combined deficits. 


There were reductions in exports of motor vehicles, engines and parts to Venezuela, and of wheat 
to the U.S.S.R., Cuba and Japan. Exports of newsprint, copper, and aluminum fabricated materials to 
Japan, and aircraft to Brazil increased. 


The current account surplus with the Rest of the Sterling Area also decreased by about 22 per 
cent to $53 million. This was due to reductions of $10 million and $5 million respectively in the 
merchandise trade and non-merchandise balance. Imports from these countries rose at nearly four times 
the rate of increase of exports namely by about 24 per cent and 6 per cent respectively. On non-mer- 
chandise transactions the increase in receipts of immigrants was more than offset by enlarged deficits 
on travel and interest and dividends accounts and by an increase in official contributions. Total 
receipts from this group of countries rose by $11 million to $191 million but payments increased by 
$26 million to $138 million. 


Total receipts from the other OECD (Europe) group of countries increased by over 22 per cent 
to $313 million; total payments rose by about 14 per cent to $342 million. The deficit with these 
countries was reduced by over 35 per cent to $29 million; this change was brought about mainly by the 
increased merchandise trade surplus which was more than double the 1968 first quarter surplus of $24 


million. The increase in the merchandise trade surplus was however partly offset by an increase of 


$12 million in the non-merchandise deficit which amounted to $81 million in the first quarter of 1969. 


There were increased exports to France, West Germany, the Netherlands, and Norway. Imports 
from France, West Germany, Italy, the Netherlands, Spain and Sweden increased. The increase in the 
deficit on interest and dividends together with the smaller increases in the deficits on travel and 
on freight and shipping accounted for the whole of the increase in the deficit on non-merchandise 
transactions, as the lower net receipts from immigrants, were exactly offset by reduced government 
expenditures. 


Total current and capital account receipts by Canada from transactions with the United Kingdom 


and other overseas countries were at the relatively high level of $344 million. The largest contribu- 
_ tion to this total came from long-term capital inflows of $185 million, principally to purchase new 
Canadian bond issues, while a current account surplus and short-term capital inflows accounted for 


$140 million and $19 million, respectively. 


The $64 million difference between the net payments to the United States and the smaller net 
receipts from overseas countries together with the $27 million of gold production available for export 
are both reflected in the $37 million fall in official holdings of monetary gold, foreign exchange 
and IMF balance. 
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Capital Movements 


Summary 


1968 1969 
Item 1967 1968 
IQ EFLG IFETESO IV Q IQ 
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Capital movements in long-term forms ae dig Siow, Toes erer + 112 tae LA ae oS) seo lie) + 563 


Capital movements in short-term forms - 778 =) POS - 629 - 102 - 545 ae Lee. - 289 
Balance on goods and services ....... - 543 - 159 - 248 aP Ih se Sys - 226 - 310 
Official monetary movements(l) ...... am = dle: qe SS) - 765 a OVAQ) Si Alte ae 3S) =) "Sy, 


(1) Change in holdings of monetary gold, foreign exchange, and net balance with the International 
Monetary Fund less reciprocal swap facility with Federal Reserve System. 


Capital movements in the first quarter of 1969 led on balance to a net capital inflow of $274 
million, a drop of $289 million from the influx of the previous quarter. Capital inflows in long-term 
forms rose $244 million while there was a swing of $533 million in short-term movements to an outflow 
of $289 million. Current account transactions, heavily influenced by seasonal factors, recorded a de- 
ficit of $311 million so that the balance of current and capital account transactions produced a de- 
cline of $37 million in official monetary assets. 


Sales abroad of new Canadian issues at $649 million rose by over $300 million from the fourth 
quarter 1968 level and overshadowed other movements in the long-term accounts although the flow of cap- | 
ital from abroad for direct investment in Canada, while down from the fourth quarter 1968 level, con- 
tinued to be significant. The main outflows arose from the retirements of corporate long-term miscel- 
laneous and funded debt, Canadian net purchases of foreign securities and Canadian direct investment 
abroad. Sales of new issues of Canadian securities are taken into the balance of payments at the time | 
of delivery. In contrast to the previous quarter deliveries were somewhat below offerings. The effect 
of adjusting actual long-term capital inflows to reflect the timing of security offerings is shown in 
the accompanying statement. 


$163 million in foreign currency assets reflects 


Capital Movements in Long-term Forms Capital movements in short-term forms led | 
to a net outflow of $289 million. The principal 
Adjusted to net outflow was recorded in the "all other trans- 
: Actual reflect timing actions" category which includes changes in loans | 
Period : ; P 
inflow of security and accounts receivable and payable as well as 
offerings the balancing item. A significant inflow was 
millions of dollars occasioned by increased non-resident holdings of 
Canadian finance company paper. | 
BOOT ee ees nee cs ay dls IS, ap dbs Ssh) 
WL Osio.4 cota cae + 1,544 ap 25 OU The net spot holdings of foreign currency | 
assets (excluding gold) of the Canadian chartered | 
1967 TEYO tater eveve ap CAAT te 330 banks vis-a-vis non-residents rose on a transac- 
ENON a retare 250 + 360 tion basis by $63 million in the quarter while 
GRIGG OY S cee oeee sp SiO) + 460 those with Canadians declined by $226 million to 
TNS Olare ecto ts =e SONS) ip 1AAS\7I produce an overall decrease of $163 million. 
Claims on residents of the United States and over- 
1968 EMOTES sy ae oes + 1 + 178 seas countries rose by $247 million and $464 m | 
1 OAS AAS G + AM + 639 lion respectively while liabilities to these areas 
TEAC (0) aera tr + 392 -- 402 increased by $170 million and $478 million re- { 
IW! Ose arene Gee se BML) ap wide} spectively. Foreign currency claims on Canadians 
were reduced by $61 million while liabilities 
|S 3 oo allan al 3 era a S88} + 540 rose by $165 million. Thus the net decrease of | 
| 
| 
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a rise in net assets of $77 million with residents of the United States and declines of $14 million 
and $226 million with residents of overseas countries and Canada, respectively. These figures cannot 


be identified separately in the balance of payments presentation in this report but form elements of 
several of the items. 


Direct Investment 


The net capital inflow in long-term forms for direct investment in foreign-controlled enter- 
prises at $130 million in the quarter under review was down $55 million from the previous quarter. 
Disinvestment by overseas countries roughly offset inflows from them for new investment so that the 
total flow reflected net inflows from the United States of the same magnitude. The bulk of this flow 
was directed to the manufacturing, petroleum and mining industries. Over forty per cent of the total 
influx represented purchases of already existing assets rather than new capital formation. 


Canadian direct investment abroad in the first quarter recorded a relatively high outflow of 
$50 million. Geographically, some two-fifths went to the United States and the rest largely to over- 


seas countries other than the United Kingdom. Manufacturing industries abroad received most of the 
outflow. 


Security Transactions 


Transactions in portfolio securities between Canada and other countries during the first quar- 
ter of 1969 produced a record high inflow of $577 million compared with a $178 million inflow for the 
fourth quarter of 1968 and the previous high of $487 million recorded in the second quarter of 1968. 
Net sales of Canadian issues moved up sharply to a record $634 million from the $296 million recorded 
in the previous quarter while net purchases of foreign securities continued to decline, falling to 
$57 million versus $118 million in the previous quarter. 


Portfolio Security Transactions Between Canada and Other Countries 


Net sales (+) or purchases Year 1968 1969 
-) by Canadians Taek a ane aaa a Rp a SR ES, 5 ee 
Goby 1967 1968 1 Q TITOT TTT IV Q mee 


millions of dollars 
Canadian securities: 


Ouestanding’ = Bonds <..... - 56 - 70 = 93 =e ald =e 3 2 997 elie), 
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PeWEA SSUES Sc siileccsccceeess + 1,300 + 1961 + 416 +712 9 488 + 345 + 649 
ROGHMACMCTIES © s elevele so ohele of elele - 338 - 395 - 126 - 121 fe eS) - 109 - 69 
Foreign securities: 
Outstanding issues ....... - 367 - 420 - 73 - 124 - 120 - 103 - 49 
RGVIMUSISTIOS MA, sic cued erry ehe: slave Ore - 66%. = 70 123 - 10 - 14 - 23 - 10 
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Mmeeed SEALES Pi. coos see ts + 578 + 677 + 143 + 235 = +vl47 + 152 + 338 
Meeed Kingdom™....sseeseaes ~ 61 - 7 + 11 me, 124 a 2 - 8 ee AY 
MEIGTOCOUNLTICS .iceccecsees - 7 + 474 Ld + 264 + 165 + 34 + 222 


The value of new Canadian issues delivered during the quarter at $649 million was second only 
to the $712 million inflow of the second quarter of 1968, which, it may be recalled, included the 
special Government of Canada placements abroad. International floatation of new issues of provincial 
and provincial guaranteed bonds provided financing at a record high level of $330 million during the 
quarter under review. New corporate bond issues moved up to near record levels at $175 million. 
Geographically over two thirds of the proceeds of new bond issues came from the United States and 
slightly over one-quarter from Continental Europe with the trend toward increased placement of Cana- 
dian issues in this latter area continuing in the period under review. New issues of Canadian common 
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New Issues of Canadian Bonds Sold to and preference shares were substantial at $84 
United States Residents million, exceeding the total for the entire year 
in 1968. About 85 per cent of the quarterly 
; Offer - De- Unde- total was concentrated in three petroleum and 
betes ings Livertesy “livered (i) natural gas issues. Trading in outstanding Cana- 
millions of dollars dian securities again produced a net sales bal- 
ance during the quarter to about $54 million com- | 
VOGTE Sorcerer ee are 1,448 200 370 pared with $60 million in the fourth quarter of 
96S ae ahem 1,902 1,349 923 1968. Geographically there was a $1 million net 
outflow to the United States and inflows of $12 
1967. 1.0 348 290) 175 million and $43 million from the United Kingdom 
i © 378 274 DS, and other foreign countries respectively. Re- 
ie @ 418 I, 438 tirements of Canadian securities dropped by $40 
IV Q 304 372 370 million from $109 million to $69 million. Reduc- | 
tions in retirements of Government of Canada is- 
1968 THOS fer 406 340 436 sues and of corporate bond issues accounted for 
WIE £0) 350 432 354 the bulk of this decrease. The net capital out- 
LLTO 289 279 364 flow from transactions in foreign securities at | 
IV Q 857 298 923 $57 million in the first quarter fell $61 mil- 
lion from the fourth quarter 1968 level. Some 
1969 ESOS aay. 6 364 387 900 ; $54 million of this change was due to a drop 
in the net purchases of outstanding foreign 
(1) At end of period. securities from $103 million to $49 million, 


mainly United States equities. 


Other Capital Flows in Long-term Forms 


Disbursements by the Canadian government under intergovernmental loan programmes totalled $1l 
million in the first quarter of 1969 - all under the development loan programme. As in the preceding 
quarter there were no repayments of the principal on earlier loans. There were also no further sub- 
scriptions to international institutions. 


Detail of Long-term Capital Transactions n.i.e. 
Item D13 
ee eS eee 
Export credits(1) 
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Year h 
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: Ad- Repay - Net Ad- Repay - acs 
vances ments : vances ments toe 


millions of dollars 
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DE OO alee arg chs, oc - 46 + 4850+ -2 - 25 + 14 Po EP - 68 - 77 

IV Q 6 ee ° ee - 28 + 30 + 2 = Sa + 9 = 22 - 20 + LZ = 8 

1969 NEO Reis Gre 8 hacker ae - 25 + 20 - 3 - ll + 12 t+ gek. ges 4 =e 9 - 83 


(1) Medium and long-term export credits extended from Canada directly or indirectly at risk of the 
Government of Canada. 


ae: 


Transactions during the quarter arising from the financing of medium and long-term export cred- 
its extended from Canada directly or indirectly at the risk of the Government of Canada led to a net 
capital outflow of $4 million. This $16 million reduction in the outflow from the previous quarter is 
largely due to declining advances for communist purchases of wheat as well as a reduction in advances 
to Latin America for the purchase of capital equipment. 


The remaining capital movements in long-term forms, which include bank and other long-term 
_ loans, mortgage investments and movements of insurance funds, led to a net outflow of $79 million in 


the first quarter of 1969, involving a swing of $91 million from the previous quarter inflow of $12 
million. 


Capital Movements in Short-term Forms 


Capital movements in short-term forms swung to a net outflow of $289 million in the first quar - 
ter from a fourth quarter 1968 inflow of $244 million. In this period short-term interest rates, as 
measured by 3 month treasury bill yields, moved up over 30 basis points to 6.56 per cent at the end of 
the quarter as the bank rate was increased by 1/2 per cent to 7 per cent in early March. The short- 
term differential between Canada and the United States widened in favour of Canada in the quarter as 
United States treasury bill yields tended to fall. The forward premium on the Canadian dollar pushed 
the covered yield differential in March to an extremely high 1.19 per cent in favour of Canada. 


Non-resident holdings of Canadian dollars fell by $1 million in the quarter. This movement 
comprised decreases of $11 million and $2 million in Canadian dollar deposits and Government of Canada 
demand liabilities respectively which were almost offset by a $12 million increase in non-resident 
holdings of treasury bills. The expansion of treasury bill holdings of foreign official institutions 
and private residents of countries other than the United States and the United Kingdom accounted for 
most of the change in this account. 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 


ie es te a ee 


1968 1969 
| Transactions with all countries 1967 1968 


iL @ eae) SE, 30) IV Q IL 0) 


millions of dollars 
17.1 Bank balances and other short-term 


funds abroad (excluding official 


BOSELVES) ie sc c.es 0 0. oe er oteietenene cherecs ae - 286 - SW) Se 1S + 27 - 149 - 126 + 12 
17.2 Canadian commercial paper, etc. ... aren - 11 + 7 oe alee, 2 - 3 - 6 
17.3 Canadian finance company paper ae - 54 - E3595! 60 eS 5 tae 7 - 3 sim arlo)S, 
17.4 Canadian finance company obliga- 

OMS 0 °T) oil G's ais lea ACHOO ASO OOOO te SO et 19 7 - 6 - 1 qe Bs 3p) OS 
| 47.5 All other transactions(1) ....... eae e507 . = wo71" GH - 473. 7 3R6 + 249 - 472 

OOO ESTDIS GUE S38 1 9 ie lr AP - 802 =i Mell es 656 - 104 - 561 + 150 - 288 


Se aS ig pe ae penta etaaRe rien S or PSEA We” ESET UPR ELT AC" Ea ERE LOS HO BRUT SRT EERE CNG PeeEe Sora 
(1) Includes changes in loans and accounts receivable and payable, and also balancing item represent - 
ing difference between direct measurements of current and capital accounts. 


On balance Canadian holdings of foreign currency bank balances and other short-term funds 
abroad (excluding official reserves) fell to produce a net inflow of $12 million in the quarter. Net 
' movements through the Canadian banking system which fall into this account were small in total although 
Canadian holdings of swapped deposits rose in the quarter by about $125 million to $888 million. 


For the first time since the fourth quarter of 1967 non-residents' holdings of Canadian finance 
company paper (including that of the financing subsidiaries of manufacturing and retail enterprises) 
increased, rising sharply in the first quarter of 1969 by a record $155 million as non-residents ap- 
peared to take up virtually all the net increase in finance company paper issued in the quarter. 
Transactions in other finance company obligations of a short-term nature (which include borrowings from 


foreign banks and advances from parent companies) led on balance to a further net inflow of $23 million. 


seh 


In addition, there were, of course, other finance company transactions not identified separately which 
have been included with capital movements in long-term forms, notably new issues and retirements of 
Canadian securities. All in all, the international borrowing of these companies in the first quarter 
of 1969 resulted in an aggregate net inflow of about $185 million. 


International transactions in Canadian commercial paper (including bankers' acceptances) led 
to a net outflow of $1 million while transactions in other short-term paper (including notes of banks, 
mortgage loan companies and municipal and provincial governments) resulted in a net outflow of $5 mil- 
lion. 


All other transactions led to a net capital outflow of $472 million. Among identifiable items 
decreases in intercompany accounts and short-term bank loans led to net capital outflows. On balance, 
however, the largest part of the overall outflow represents amounts which have yet to be identified. 


Official Holdings of Monetary Gold and Foreign Exchange. 


On March 31, 1969 Canada's official holdings of gold and United States dollars were US $2,779 
million, a decline of US $48 million during the quarter most and of which occured in March. Canada's 
net balance with the International Monetary Fund increased by US $15 million from the fourth quarter 
1968 figure of US $206 million to the March total of US $221 million. This reflected two sales of 
Canadian dollars by the IMF of US $6 million and‘US $9 million. 


The quarterly change expressed in Canadian dollars showed a drop in official holdings of mone- 
tary gold and foreign exchange (including working balances of sterling) of $53 million. The increase 
in the IMF balance amounted to $16 million. In total these transactions reflect a $37 million de- 
crease in Canada's official net monetary assets. 


The Canadian dollar showed unusual strength during January but declined slightly towards the 
end of the quarter and throughout the period traded above its official par value in terms of the United 


States dolilar: 


The following statement provides data on foreign exchange rates and certain reserve items: 


Official 


United States Dollar in Canada - Net balance Reciprocal 
holdings ; ee 
£ ‘s with Inter - swap facility 
Period i Sees national with Federal 
nen Monetary Reserve 
é Noon United States 
High Low Close Fund System 
average dollars 
Canadian cents millions of United States dollars at end of period 
TEC SE glad Oe 0 a hee ae 109, 00° 108.09 10s. 28 108.56 2,244 - - 250 
HE ©) oenaono LOS5 25) FPO7 750) 10 ie 59 107.83 2,574 2 — 25 
INE Oh ga dondér LOT D9, CLOd cog aLOn 2} 107.3. 25054 186 - 
IW @) S600606c 1O7 30: WLO¥. 25 - 107, 28 107229 Db sewall 206 - 
1969 ILO) Societe HOT eae 07, 252 L07106 107.46 Pe TS) 221 S 
TANWATY gereteteterst sere tt LO Le OV e256 OWAEZ5 LORF2T 2,865 22, - 
Pebruary (sess ise LOLs) 2,0 LOde 25> SLOW. 59 107.44 2,820 IHUD = 
MATCH. se eclenrs «s 107.84 107.47 107.66 LOL O? 25719 Yaad - 


Note: The total of exchange holdings does not include holdings of the Government of Canada at March 
31, 1969 of $84 million of medium-term non-marketable securities of the United States 
Government, acquired in 1964 in connection with the Columbia River Treaty arrangements. 
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Canada's Accounts with the International Monetary Fund 


| favadian assets Canadian liabilities = IMF holdings 
of Canadian dollars 
a et Ts ; Canada's 
Transactions Transactions nee 
Period Subs - SOE Net drawings Net «drawings Other Total balance 
| aan Teas Total crip- nig (-) of Cana- Tee eh 
ae assets tions +& dian dollars SNS ronal wae 
| tion (GAB) g currencies b h ions lities IMF (1) 
| (Quota) atk by Canada ide ae 
loans countries 
! millions of United States dollars 
(1947-1966 740.0 50.0 790.0 605.0 Byte S| a SWS) 61.5(2) oval. S 448.5 
PION. 50s +e = 915.0 WH D50 SA RSy 10) Tat 341.6 aie yi 
1WIOS 2.6.6 = SSn0 740.0 - 35.0 Bye, 2 = Abst - 2.8(3) SS siy te 206. 2 
1968 ib ©) = 35.0 740.0 =' 3520 426.0 Theses! 739.9 Oak 
| da Q 740.0 ee Dales O 618.9 Ae 
iaier © 740.0 - 64.8 Soyer 185.9 
IV Q 740.0 = M/s = 253i (())) 5osac 206. 2 
| 
1969 TQ 740.0 = 15.0 518.8 27 16,2 


re This is a cumulative measure of the net resources provided by Canada to the IMF including loans 

under the General Arrangements to Borrow(GAB). The Canadian dollar equivalent of the change 
appears as item H2 in the balance of payments statement. Canada's net balance with the IMF, when 
positive, represents its reserve position in the IMF. This may be drawn by Canada virtually 
automatically on statement of balance of payments need, but Canada would then be under an obligation 

| to restore its net balance to 25 per cent of its quota which is currently $740 million, i.e. to 

| $185 million. 

(2) Sales of Canadian dollars to IMF for gold. 

| a 

(3) Dividend payment to Canada. 

|Note: The statement is expressed in terms of United States dollar equivalents in accordance with the 

IMF practice. Since members are obligated to maintain the gold value of the IMF's holdings of 

| their currencies, from time to time there have been adjustment payments between the IMF and 

| Canada in Canadian dollars arising from changes in the exchange rate. These transactions are 

| not reflected above because the series are shown in United States dollar equivalents, and do not 

' appear in the balance of payments statements because only the change in Canada's net asset is 

shown. The adjustment transactions affect the Public Accounts of Canada. 


Revisions 


| Revised 1966 data for capital account items from D9 to D17 are not yet available. 
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Summary of Current Transactions with the United States, United Kingdom, Rest of Sterling 
Area, Other OECD Countries in Europe and Other Countries, First Quarter 1968 and 1969 
and Changes Between the Periods 


First quarter 1968 1969 Change 1968 1969 Change 


millions of dollars 


| 
, 
; 
4 
All Countries United States | 
( 
| 
J 


Merchandise exports (adjusted) ........ eras 3),01L9 3,488 + 469 2,05) TET RS: se eS 
Merchandise imports (adjusted) ........-. one 2,788 3,274 + 486 2,110 2,498 + 388 
Balance om merchandise trade; scictelctete «1s cise) é a2 ap ee = Ail/7 = 15D - 20 np SS . 
| 
Other current receipts ....... eave Setaderar otehagate “ 620 665 + 45 S73 419 + 46 ; 
Ollniere (Cras PEbAMSINES cogacacoodce Boo dacc ane O99 sue qe Gil 778 850 ee fi! 
Balance on non-merchandise transactions ... = 479 - 525 - 46 - 405 - 431 - 26 
THOEDIL IsEOS NE. 6 oR GOT OOOO O05 000.010 DOO OOK 3,639 i kis) + 514 2423 2,897 + 469 
RotalgepayMment camcpcucwcnslsteyerenel nek sxchoke crekenetone che 9 ase 3,887 4,464 =P Syity) 2,888 3,348 + 460 
Current: accounts balancer... ie «sree bes shee - 248 = Si = 305 - 460 - 451 sp), 
United Kingdom Rest of Sterling Area 
Merchandisemexports. (Gdgusted)menicniercietsisiene 295 289 - 6 134 142 + §8 
Merchandise imports (adjusted) ......... BOG 160 72 ap Til 95 ae ike, | 
Balance on merchandise trade ..... sravotelotslere te + 135 + 117 as igs} =e oe + 47 - 10 
Other vcunmenteneceid ptiswss. . sisiem ciclsieneleveteree els 82 86 ap 46 49 i res 
Otherscurrent payments. sion ss «ilcleseeie eee rere 99 100 oF 1 35 43 =a, 
Balance on non-merchandise transactions ... =e hy - 14 ers Seat led +a, 6 = a 
Total wecei pts /.ysetemulcns Mee ees Le 377 375 aoe 180 191 + Ii 
LOEa LEpayMentUse sy. cua ctsiote otoveveisnelecoderetere or epeteneversne 259 272. ap 13 ia 138 +.) 26 
Current account balance ....... Belt she al ates a + 11S + 103 ss: ‘to Boo ees - ia 
Other OECD (Europe) Other Countries 
Merchandise exports (adjusted) ............ 204 265 Oli Boh 314 - 
Merchandise imports (adjusted) ........ 5 oroe 180 DAL a 261 296 + - 35 
Balancesonsmerchandise trade menisci cer cere ap 2S: ae Se + 28 ar TAD, + 18 - 52 
Other current receipts ...... ee aaa Bee cones 52 48 - 4 67 63 - 4 
Other current payments ...... i ha ale Sate eiotet e's 127 129 + 8 66 68 +. oe 
Balance on non-merchandise transactions ... - 69 = Sik: - 12 af ul - 3) = 6 
MOCAMITCCELDESIE. Scieiieier sieves Hob G5 BAS crdho Ge 256 Sul +57 398 S77. - a 
TOCA Ee pAYMENtS\\. /.\s<stelers siete eres SPIRO COD TO CeO. Are 301 342 + 4l Bai 364 + 37 
Current account balance ..s.<s4<cs Srereicincs ee - 45 - 29 + 16 + 71 + 13 - 58 


———— eee 
Note: Omission of items A7 and B7 for inheritances and migrants' funds in the main balance of payments ( 
table at the back of this report yields exports and imports of goods and services as published 
in the National Accounts. 
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Exports and Imports of Goods and Services, Seasonally adjusted, 1968-69 


RT a ee 


1968 1969 
a a ere Se eS ee 
I Q tt his IV Q Year a0) 
millions of dollars 
Receipts 
feeechandise exports (adjusted) .......4...s00- Bao SiS Sys: Bobo Sh Dis 3597) 3,766 
| Gold production available for export ......... 29 34 39 32 134 ee 
yO Seb steele bn 0) CC Seren ee 236 266 254 236 o9i2 268 
Weemeerest and dividends 2.00.0: 2. cee eek ee 75 90 95 79 339 94 
STEMS DDANE {SiC M nds eee ces bee wis woo 3 be DBS) 252 22) 72 ay 919 238 
Inheritances and migrants' funds ............. 76 92 106 D7 Sill 83 
Pree oOrner TCLANSACTIONS 24.5). 5G cc cc een ee sees 184 194 197 ZO 776 iy 
| Sub-totals, non-merchandise transactions ... 829 908 918 876 Sol 901 
} 
ee RRL IO Aare cic cd bode ie wave CoM oe 3 4,116 4,281 LO Te 4,454 17,128 4,667 
Payments 
| 
Mexrchandise imports (adjusted) ............... BROS 2955) 3,042 Se PO2 Toe Vey 
Gold production available for export ......... = ~ = = = = 
We. expenditures .....6cecseccncesecvcecsee 236 232 279 253 1,000 285 
Mee € 2nd dividends «oo... ice eee coeaceses 313 342 346 309 Tote 330 
MIE SIT EO DAMS. 55s als ores b's dis esis soe S60 ew 6 238 234 230 239 941 252 
iWinneritances and migrants’ funds ............. pill DS 58 58 220 By 
All other transactions (including official 
MLR, Vie oa ose age.o icc ova eos 8s o ote ese 816.86 Boy) 380 386 Salk Ly By ily 370 
Sub-totals, non-merchandise transactions ... Ins RSS) ils Pvauil 1,299 1250 4,985 1,289 
[ Bees Nets eins 5 < ie co nar oe Rate Miata niettre a aintA’ «foie, 4,208 4,196 4,341 4,542 UH) PENT) 4,823 
Balance 
“Merchandise trade (aditisized) meas Refeweysiiera e sntye ae Be + 418 ae Sully + 286 Si Lh p35) + 232 
|Gold production available for export ......... + 29 + 34 Foo? 5 eas 2 t, Loose eed 
MEMS MONCIEUTCS. Foc i pase ce Heese secsseucs - ae oil - 25 - 17 - 8 =e 
Meee ANd Gividends 2 cic coe cere semeceacees = 238 = 22 he ask S410) = rial ~ 236 
Mee GUIDING, 5b agers eos beg ciee nce cess - 9 = "2 eee: - 8 = 7 ee 
jumeaeritances and migrants’ funds ............. + 25 + 39 + 43 spel: Teg aly | eae 
All other transactions (including official 
Pemeoncributions) ........ Fv ECG gl PERRO ONT Re ERE - 173 - 186 - 189 - 190 - 738 - 179 
| Sub-totals, non-merchandise transactions ... - 366 sss} - 381 - 374 - 1,454 - 388 
| 
Peerent account balances ....0.ssecssccoss - 92 ea-G) - 64 - 88 eee: iT 


} 
) 
| 


Note: Data for 1968 and 1969 are preliminary and data for 1967 are subject to revision. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


I rE Tie IV 
No. 
millions of dollars 
A Current receipts: 
1 Merchandise exportsa( a dytstec)) icy eee eee ere ee ree 25509 3,018 2705 3,057 
3 Gold production avatlablestorexportes ens me ee eee ay 28 26 26 
4 TravelPexpen Gitures ree ee tn ane en ct ete aha emt Ae ee ae 82 346 708 168 
5 Mnterestrand (ai vidiends + mer eee eee ee eee eee 70 53 61 110m 
6 Frei chityama Shippin ase een cee eee eee eee ee 181 216 222 226 
7 Inhenitances and lmmiierant Saf Gs eee eee een cee meee 60 96 106 ye | 
11 Alco thericuttent reGel pts ee ee ee eee, 214 193 202 197 | 
12 Total current. receipts.20. te ote eee eee Sy, ANS: 3,950 4,028 3,859 i 
B Current payments: 
1 Merchandise 1mportsi(adjuisted) isso ere ete eae tere error Dee sya 35012 OF Oilay, 2, 766 | 
4 DTAVEIEEX DEN CILURC Seamer eee tte tre eee ern ee ee eee 209 230 278 160% 
5 InterestranGral vid EndS scese aoc eee ee eg 249 272 270 399m F 
6 FCrEL CH ErAN Gd SULDDIN Geta cee ones as oe eee Uae Lass ee ee 187 232 233 232m 
ii Imheritances andvemiprants; {undsmeest ne eee eet eee eee 42 47 65 59 | 
9 Officialecon tiHuUGlONS: cence cece ee tee eee ae eae eee By 80 20 29 
11 ANlgotherscurrent: pay Ment Sw sees es cee eee ree enter eee nena 33}2 SYS) 7h 343 3450 
12 TotalicurrentipaymentS ee... ee ee eee Sh, Se 4,230 3, 826 3,990 
C Current account balance: | 
1 Merchandise trade gc ie ee oe Ree eee ee eee gee + 98 + 6 + 86 + 291 
2 Othemtransactions mex lUGin ses: O es es eee ree eee - 380 - 206 + 136 - 393m) 
3 OFfECTAIECONEPIDUCLOM Seem ete Se eet net reece eee - 52 - 80 = £20 - 2958 
4 LG teld sorte ic ee coe Re Ok SPR ee ec ee = 334 - 280 + 202 - 134 
D Capital account: ) 
Direct investment: ( 
1 Direct investnentinsCanada’ ence5 64 ee ck cee + 138 + 164 + 143 + 1 ' 
2 Dinect investment abroad=.o.cfees. ier tien penn ees - 30 - 7 - 25 - 25m 
Canadian securities: . 
Syl Trade in outstanding bonds and GebeNtUreS eccccccecccccecccsesececeveveseeees - 10 ae: = 7220 - 148) 
a2 Trade in outstanding common and preference StOCKS o.eeececccecsees-e- = 5 re. AT ae) SiO) + 52 
4 NGWEISSUCS) o.com eA aE 2, ed day, ae PSI + 274 + 416m 1 
5 RGELTOM CritSieeree serene caste eet es ie RE a Je na eR ee - 58 = St - 48 - 101 
6,7,8 Morelengs Cur tiCsam a: ae eee eee ee ee ee - 74 = 70 = kay -- 132 
Loans and capital subscriptions by Government of Canada: 
9 NAW EN CE SiC UC oa cers Ne ee css ere - 3 - 3 - 9 - 2a 
10 Repayments ston ana d avers ceo sane a pee ee eee te lil nr ats 1 + 20) 
11 Golumb is Riven laren t yim nic ieee eene eee eres anne en - - - + 4a 
13 IGOng=vemmEcanitalarranSactlons leis Camere remem ene + 39 + 49 + 87 + 94 
Change in Canadian dollar holdings of foreigners: 
14.1 DEDOSIES rei ca At elee Sia AE to el ae a e + 48 - 59 ~ 7 + 28 
14.2 Government of Canada demand liabilities o.oo he - i - 2 + lee 
14.3 Canadian treasury, DIIS! 1.0. manatee nteaa ean ee ee + 15 + 8 - 17 - oan 
17 Othergca pitalemoviements meets ee eos eles ee eee eae ee Sag’ + 28 - 435 - 382 
E Net capital movement (excluding monetary items shown below) in: 
1 Hong-rerm ator S« (DISCO MDS pees enero ee ee eae eee, + 277 + 256 + 301 + 505 
D Shortsermuiornne CDidito Dit). ccc kes ere, haa mee + 44 - 30 - 447 - 345 
3 BN EW Ser doe tree ee Pe Rae ree a aii dor, SS BH ie dle gc ct + 321 + 226 - 146 + 160 
H = C+E| Official monetary movements in the form of: 
1 Change in official holdings of gold and foreign exchange .............. - 35 - 37 + 55 ae 
2 Change in net International Monetary Fund poSition ...ccccccccccccseesesees FeLi — eR, + i - 
3 Reciprocal swap facility with Federal Reserve System c.ccccceesecees - = = 
V2 5 famed Sve t = ~ 


Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A ee trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 
B 1) the annual reports on ‘‘The Canadian Balance of International Payments’’. 


A Hee item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, 
B 11) insurance transactions, and business services. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1968 and 1969 are preliminary and data for 1967 are subject to revision. 


| 1968 1969 Annual totals Four quarters 
| OO ended 
i= 1 TI TIT IV 7 1967 1968 March 31, 1969 No. 
millions of dollars 
| 3,019 3,541 3,351 3,686 3,488 11.387 13,597 14, 066 1 
| 29 33 40 32 27 112 134 132 3 
/ 79 235 548 130 90 1,304 992 1,003 4 
| 68 80 79 112 84 294 339 355 5 
200 236 238 245 209 845 919 928 6 
7. 102 128 84 62 337 S51 376 7 
| 187 193 196 200 193 806 776 782 11 
| 3,639 4,420 4,580 4,489 4,153 15,085 17,128 17,642 12 
| 
| B 
| 2,788 3,186 2,884 3,444 Bo 2s 10, 906 12,302 12, 788 1 
[ae 209 243 375 m3 260 877 1,000 1,051 4 
292 315 298 405 307 1,190 16310 1,325 5 
i 201 244 245 251 214 884 941 954 6 
| Al 48 70 61 41 243 220 220 7 
14 39 51 29 16 181 133 ; 135 9 
fae 342 344 343 352 352 W377 3et 1,391 11 
| 3,887 4,419 4, 266 a7 tS 4,464 15,628 T7287 17, 864 12 
Cc 
+ 231 + 355 + 467 + 242 + 214 + 481 + 1,295 + 1,278 1 
| = 465 315 = 102 - 439 - 509 SNe Say s32t = 15365 2 
|= 14 = 39 ~) S51 Sara) ae NG Set Si apes kes) = SS 3 
= 248 + 5d + 314 26 Peatt es) - 159 eae oe 4 
D 
+ 10 + 205 + 185 + 185 + 130 + 620 + 585 + 705 1 
me 685 + 10 onde =" 180 = 50 = 90 ee 70 = .135 2 
lee 653 St ot 3 Sg oy = 56 2 70 3. 
+ 15 + 34 + 10 + 53 + 37 + 12 + Uy. + 134 3.2 
+ 416 + 712 + 488 + 345 + 649 + 1,300 + 1,961 + 2,194 4 
= 126 Sod ae) - 109 = 69 or, 338 395 x 10338 5 
= 87 eee 2 ~ato? ="138 Seu 57 Ewe 418 = 464 Sy) 436 6,7,8 
+= 10 ONS a6 Sew Sag a 38 = 78 - 79 9 
62 Se eae. + 1 = - + 34 + 5 + 3 10 
- - = + 88 S + 44 + 88 + 88 11 
+ 30 + 25 - 97 Se 63 + 269 = 30 a4 P1493 13 
i 8 ee A ae + 54 a Al en + 70 +. ¢ 451 14.1 
,- aa = 3 ee | se Ae, 4 4 + 21 + 23 14.2 
i+ 23 tad + Gil Boal 2 a We + 4 + 48 + 37 14.3 
> 656 = A104 - 561 + 150 - 288 Sie S02 aie ian yd | —)P2803 17 
E 
,+ 112 + 721 + 392 + 319 + 563 + 1,339 + 1,544 + 1,995 1 
| = 629 = 102 = 545 + 244 - 289 778 a2 - 692 2 
} = 517 + 619 - 1153 + 563 + 274 + 561 + 512 + 1,303 3 
H=C+E 
Loe 23 + 355 = aS + 315 - 53 “ 34 ++ 604 + 574 a 
f= 471 + 130 + 70 + 22 + 16 - 16 - 249 + 238 2 
(i271 + 135 Fola4 - x - Z 2 + 269 3 


Mes: D A minus sign indicates an outflow of capital from Canada. 
D 1,2 Exclusive of undistributed profits. 


D 17 This item includes mainly changes in private and chartered bank holdings of exchange, international money market 
transactions, loans, and changes in open account commercial indebtedness. It also includes the balancing item 
Tepresenting "unrecorded capital movements and errors and omissions throughout the accounts. 


H 3 Aminus sign indicates a receipt by Canada. 


» 
: 


CATALOGUE No. 


67-001 rere 


QUARTERLY $s ~S4ons 


ens ee epty: 
CANADA 


SYSTEM OF NATIONAL ACCOUNTS 


| QUARTERLY ESTIMATES OF THE CANADIAN 
| BALANCE OF INTERNATIONAL PAYMENTS 


SECOND QUARTER 1969 


Contains annual bilateral estimates with 


major areas and quarterly estimates with 
the United States for 1966 and 1967. 


Published by Authority of 


| roe The Minister of Industry, Trade and Commerce 
= 

7 Lie 

NET 29 Woy 

1 ae DOMINION BUREAU OF STATISTICS 


Balance of Payments and Financial 
Flows Division 


Balance of Payments Section 


September 1969 Price: 50 cents 
2306-502 $2.00 a year Vol. 17—No. 2 


The contents of this document may be used freely but DBS should be credited when republishing all or any part of it. 


The basic historical record of the Canadian quarterly Balance of Payments with all countries 
(including bilateral transactions) may be obtained from the following publications. 


Catalogue Number Title Price per copy 

67-505 "The Canadian Balance of International Payments - A Compendium of 

Statistics frome lO46e tom) 9 O5sum LO Gil 94 Om Eom LO OL hae rn ieicte tere ten ener sieremen 52.50 
67-201 "The Canadian Balance of International Payments 1963, 1964 and 1965 

and International Investment Position", for more detailed infor- 

MAE TOM Me sie ele lerolelevelelelc/ clei ciel clelelelcrorer slat sole isiehole(oralchelorelelelelststciereistelenela etic ctvters 1) O 
67-001 "Quarterly Estimates of the Canadian Balance of International Pay- 

ments, Second Quarter 1967" revised 1965 .......... GOSEboooneDOOH ¢ a0 
67-001 "Quarterly Estimates of the Canadian Balance of International Pay- 

ments, Second Quarter 1969" for revised bilateral data for 1966 

and 1967 and for revised elobal-data: Lore £9602. . omc ~ siete ci wicks eateries .50 


Note: Additional subsidiary detail published regularly may be traced through the successive quarterly 
reports. 


The Queen’s Printer, Ottawa 


o 


| 


| 


THE SYSTEM OF NATIONAL ACCOUNTS 


In Canada, the National Accounts have been 
developed since the close of the Second World War 
in a series of publications relating to their con- 
stituent parts. These have now reached a stage of 
evolution where they can be termed a ‘‘System of 
National Accounts’’. For purposes of identification, 
all publications (containing tables of statistics, 
descriptions of conceptual frameworks, and descrip- 
tions of sources and methods) which make up this 
System will now carry the term ‘‘System of National 
Accounts’’ as a general title. 


The System of National Accounts in Canada 
consists of several parts. The annual and quarterly 
Income and Expenditure Accounts (included with 
Catalogue Nos. carrying the prefix 13) were, his- 
torically speaking, the first set of statistics to be 
referred to with the title ‘‘National Accounts’’ 
(National Accounts, Income and Expenditure). The 
Balance of International Payments data, (Catalogue 
Nos. with prefix 67), in their more summary form, 
are also part of the System of National Accounts 
and they, in fact, pre-date the Income and Expendi- 
ture Accounts. 


Greatly expanded structural detail on industries 
and on goods and services is portrayed in the Input- 
Output Tables of the System (Catalogue Nos. with 
prefix 15). The Indexes of Real Domestic Product 
by Industry (included with Catalogue Nos. carrying 
the prefix 61) provide ‘‘constant dollar’’ measures 
of the contribution of eachindustry to gross domestic 
product at factor cost. Inputs and outputs are related 
in Productivity Studies (Catalogue Nos. with prefix 
14). 


Both the Input-Output Tables and Indexes of 
Real Domestic Product by Industry use the establish- 
ment as the primary unit of industrial production. 
Measures of financial transactions are provided by 


the Financial Flow Accounts (Catalogue Nos. with 
prefix 13). Types of lenders and financial instruments 
are the primary detail in these statistics, and the 
legal entity is the main unit of classification of 
transactors. Also, provision is made in the System 
for incorporation of balance sheet (wealth) estimates 
when such data are sufficiently developed. 


The System of National Accounts provides an 
overall conceptually integrated framework in which 
the various parts can be considered as interrelated 
sub-systems. At present, direct comparisons amongst 
those parts which use the establishment as the 
basic unit and those which use the legal entity can 
be carried out only at highly aggregated levels of 
data. However, the Dominion Bureau of Statistics 
is continuing research on. enterprise-company- 
establishment relationships; it may eventually be 
feasible to reclassify the data which are on one 
basis (Say the establishment basis) to correspond 
to the units employed on another (the company or 
the enterprise basis). 


In its broad outline, the Canadian System of 
National Accounts bears a close relationship to the 
international standard as described in the United 
Nations publication, ‘‘ASystem of National Accounts’”’ 
(Studies in Methods, Series F., No. 2, Rev. 3, 
Statistical Office, Department of Economic and 
Social Affairs, United Nations, New York, 1968). 
In the future, a document on the conceptual frame- 
work of the Canadian System of National Accounts 
will be prepared for publication by the Dominion 
Bureau of Statistics. This document will furnish the 
broad theoretical outline of the System. The finer 
conceptual details, the statistical tables, and the 
descriptions of sources and methods as they pertain 
to the individual parts of the System, will appear in 
the various regular and occasional publications 
relating to those parts. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


SECOND QUARTER 1969 


Canada's current account deficit from transactions with the rest of the world rose to $339 
million in the second quarter of 1969 some $53 million more than in the previous quarter and $320 
| See above the deficit in the corresponding quarter of 1968. The principal factor accounting for 
this change was the decline in the merchandise trade surplus to $97 million as the rate of increase in 
merchandise imports outpaced that for merchandise exports. 
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Summary Statement 
a 
1968 1969 
1967 1968 
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fgercnandise trade balance ......... sdoe SP BOO Sp duo S7/G) SawWGsh coe re a3 Ae) wees ao As) se (9) 
Balance on non-merchandise transactions - 1,065 - 1,487 - 491 - 391 - 150 - 455 - 529 =- 436 
Mepeent ACCOUNE balance ......cecee0seas - 499 - CT ee 220 pm Ot 3 ose LOT - 286 = 339 
} 

‘Capital mevements in long-term forms .. + 1,347 +1,590 +169 + 723 +342 + 356 + 548 + 490 
Capital movements in short-term forms - 8308 - 1,126" - 706 - 84" = 514 +178 - 299 - 210 
Meeeercapital movement(1) ..iviswumsscccos jueeoe yy, oh GGG =" 537) 4 6397 = 172 a 534 +249 + 280 
|Official monetary movements(2) ........ + 18 + 353 - 765 + 620 +161 + 337 Sey a. eye, 


(1) Excluding items in final line. 
(2) Change in holdings of monetary gold, foreign exchange and net balance with the International Mone- 
tary Fund less reciprocal swap facility with Federal Reserve System. 


Capital movements produced a net inflow of $280 million, a rise of $31 million from the first 
quarter level but well below the $639 million inflow of the second quarter of 1968 which was strongly 
influenced by the reflux of capital following the foreign exchange crisis in the early months of that 
year. Despite unusually large inflows for the purchase of existing Canadian assets capital movements 
in long-term forms declined $58 million in the period under review to $490 million as sales of new 
issues of Canadian securities to non-residents dropped by $161 million to $492 million while outflows 
for Canadian direct investment abroad and the purchase of foreign securities increased substantially. 
Capital movements in short-term forms led to a net outflow of $210 million, a fall of $89 million from 
the previous quarter. Outflows to increase Canadian holdings of bank balances and other short-term 
funds abroad at $527 million were at record levels but there were substantial inflows as residents 


increased their short-term foreign currency bank borrowings and finance companies sold more short-term 
paper abroad. 


Official net monetary assets fell by $59 million compared with $37 million in the first quarter 
of 1969. In the corresponding period of 1968 a $620 million increase in these assets was recorded 
following the recovery from the speculative attack on the Canadian dollar earlier in that year. 


The second quarter was marked by some slowing down in the growth of the Canadian economy as 
demand pressures in most sectors appeared to ease slightly. However, in Canada and in its major trad- 
ing partners, high levels of demand and inflationary pressures continued to be of concern. Resulting 
from these pressures and partly for balance of payments considerations many major countries witnessed 
a tightening of monetary conditions during the quarter. On the basis of world trade data so far avail- 
able, there appears to have been considerable growth in the value of merchandise traded internationally. 


Merchandise Trade 


In the first half of 1969 merchandise exports rose by over 11 per cent compared with the corre- 
sponding period of 1968 to $7,274 million while imports increased by about 18 per cent to $6,934 million. 


} 


The trade balance in the first six months of 1969 thus showed a surplus of $340 million as against a 
surplus of $635 million in the first half of 1968. With economic activity continuing to show consider- 
able strength and inflationaly pressures remaining severe in the United States, exports continued to 
increase. Meanwhile higher income levels and strong demand conditions in Canada gave continued impetus 
to the upward trend of imports. However, declining wheat export markets and the effects of strikes in 
the iron ore industry which tied up about two thirds of the country's iron ore production for a number 
of weeks contributed to a situation where exports increased at a much slower rate than imports, thus 
reducing the over-the-year trade surplus by about 50 per cent to $340 million. 


| 
| 


Exports of the end products group of commodities showed the largest increase in exports rising 
from 32 per cent of domestic exports in the first half of 1968 to.37 per cent in 1969, The shares of i 
the fabricated materials and crude materials groups remained at about 38 and 17 per cent respectively. 
Within the end products group, exports of motor vehicles (before adjustment for balance of payments 
purposes) increased by some 38 per cent to about $1.2 billion and experts of motor vehicle parts, in- 
cluding engines and parts, rose by 25 per cent to approximately $493 million. There were also relative- 
ly large increases in exports of lumber, woodpulp, newsprint, crude petroleum and natural gas. Wheat 
clearances fell by over $90 million, 26 per cent below the first half of 1968 clearances as a world 
surfeit of wheat led to the de facto breakdown of the International Grains Arrangement compounding the 
marketing problems of the major exporting countries. Other commodities showing decreases in exports 
were iron ore, copper and fabricated iron and steel. 


About 78 per cent of the increase of $1,040 million in imports was due to the increase in im- 
ports of end products with motor vehicle parts, including engines (before adjustment for balance of 
payments purposes) accounting in turn for about 43 per cent of the group increase. Import levels of 
machinery, iron and steel products and trucks, truck tractors and chassis were also up substantially 
from the first half of 1968. 


The usual adjustments for balance of payments purposes to recorded merchandise trade in the 
second quarter of 1969 consisted of a net addition of $17 million to exports principally in respect of 
wheat and progress payments on aircraft and a net deduction of $35 million from imports as current 
progress payments for civil aircraft were less than deliveries against which payments had been made 
in the past. Besides the usual adjustments which relate mainly to timing problems, the balance of 
payments figures in this publication contain adjustments to the recorded Trade of Canada data due to | 
differences in valuation concepts relating to automotive products. These adjustments result mainly 
from differences between the valuation accepted in trade statistics, based on the wholesale price to | 
dealers and actual transfer prices consistent with international settlements which are more appropriate | 
for the balance of payments and other parts of the system of national accounts. [In addition, a further 
adjustment has been made to eliminate from the import data for motor vehicle parts the amortization of 
certain charges which have also been included in business service payments. These adjustments to the ' 
automotive industry totals were made to the 1969 data and are also included in the revised 1967 and 
1968 figures, These two factors led to reductions in the recorded trade totals for exports amounting 
to $57 million, $72 million and $42 million in 1967, 1968 and the first half of 1969 respectively and 
to reductions in imports of $128 million, $147 million and $110 million in the same periods. 


In the first half of 1969 export prices continued to rise, climbing to 4.2 per cent above the 
average in the first half of 1968 and to 3.3 per cent above the average for the whole of 1968. The 
export price index of the fabricated materials group rose by 5.6 per cent over the corresponding 1968 | 
period. Part of the rise in export prices resulted from increases in world lumber and metal prices in | 
the first quarter. Prices of manufactured goods have risen at a lower rate. Import prices in the 
first half of 1969 were about 2.3 per cent above those in the corresponding period of 1968. Thus the 
over-the-year rise in import prices amounted to about 50 per cent of the export price increase. 


Non-Merchandise Transactions 


At $965 million, the deficit on non-merchandise transactions in the first half of 1969 was 9 
per cent higher than the deficit in the same period in 1968. Total receipts rose by about 8 per cent 
to $1,651 million while total payments increased by about 9 per cent to $2,616 million. The bulk of 
the change in the deficit was due to the increased deficit on travel account which rose by $103 million 
to $256 million during the period under review. The increase of 11 per cent in travel receipts was | 
more than offset by the increase in travel payments which rose by about 30 per cent to $606 million. 
This increase in international travel payments to non-residents reflects the higher transportation 
payments to United States and other foreign airlines during the period Air Canada employees were on ( 
strike as well as the rise in average expenditures, exclusive of transportation costs, and in the 
volume of traffic by plane. Lesser increases in deficits on other non-merchandise transactions amount- 
ing in total to $20 million occurred in freight and shipping transactions, and miscellaneous transac- 


, 


Travel Expenditures tions mainly business services, Freight and 
shipping transactions, generally reflecting the 
| First six months pattern of merchandise trade, showed an increase 
Mia es a eS Change ae , : 
| 1967 1968 1969 in 1969 of about 4 per cent to $437 million in receipts 
| and an increase of 7 per cent to $467 million in 
| millions of dollars payments. Cargo traffic which last year was 
United States: affected by strikes of lock tenders and grain 
fmeReceipts .... one 243 S07. + 3G handlers has this year been affected by the strike 
| Payments .... 322 345 449 +104 in the iron ore industry and by the lower level 
| Balance ..... ae 5X0, =< 72 - 142 - 70 of Canadian grain exports. Gold production avail- 
| able for export fell marginally to $59 million. 
‘Overseas: 
_ Receipts .... 57 41 43 ap 2 Official contributions in the first half 
jerayments”.... 120 12. Sy) ap SS) of 1969 increased by 18 per cent to $64 million 
Boance S.0.- ~2-63 SO - 114 - 33 from the corresponding period in 1968. As in the 
| previous year official contributions in the second 
All countries: quarter rose significantly over the first quarter. 
| Receipts .... 429 314 J50 IP RE IES6 About two thirds of the amount of $48 million 
| Payments .... 442 467 606% Yt 339 disbursed in economic aid during the second quar- 
Earance s,s ve SOL3 - 153 - 256 - 103 ter took place under the international food aid 
programme. Most of this food aid represented 
wheat shipments to India. 
! 
| Interest and Dividends: Payments Partly offsetting the above changes on 
non-merchandise trade items, there were lower net 
Pees od Total Tatevest pieraends payments amounting to $36 million on interest and 
dividends and an increase in the net receipts 
millions of dollars amounting to $15 million on migrants' funds. The 
| net balance from receipts and payments of inter- 
LL S\637) ae orate payed 471 740 est and dividends improved from a deficit of $468 
a 1,290 548 742 million in the first six months of 1968 to $432 
million in the corresponding period of 1969, 
L967 1D Oe Gihac 25: 105 146 This net improvement of $36 million was accounted 
TOU, ce 267 130 13\7 for by an increase of $58 million in income re- 
| iti 10 sae 280 106 174 ceipts which was partially offset by a $22 mil- 
VOR cicr 413 130 283 lion rise in income payments. Both interest and 
dividends contributed almost equally to the $58 
eS 8 Q*... 293 122 Lge million increase in income receipts from $139 
EAR ees 314 144 170 million to $197 million. An important element 
| JEAL I (Cm 297 22 75 in interest receipts has been net income on of- 
DV BOG. 386 160 226 ficial holdings of foreign exchange. All of the 
increase in dividend receipts occurred in the 
uo 6 6CULdL Ql, 309 142 167 second quarter of 1969 due to expanded payments 
| TQ); 320 174 146 of foreign subsidiaries situated chiefly in the 


United Kingdom, the Rest of the Sterling Area 

and OECD (Europe) countries to their Canadian 

parent companies. Income payments rose by $22 
uillion to $629 million. This was accounted for by a rise of $50 million in interest payments which 
jas partially offset by a $28 million decline in dividend payments and branch profits. By far the 
sreater part of this decline occurred during the second quarter of 1969 due chiefly to decreased profits 
of branch operations of foreign companies. Strikes in a key sector of the economy exerted an unfavour- 
ible impact on profits. Payments on portfolio investments increased slightly. The rise in interest 
jayments to $316 million was attributable to large non-resident purchases of new bond issues of corpora- 
sions and all levels of government in 1968. Although geographically most of the interest payments 
}ontinued to go to the United States, payments to OECD countries have more than doubled during this 
veriod owing to large bond sales in these countries by the federal and provincial governments and to 
some extent by private corporations, The net balance from receipts and payments of interest and divi- 
ends accounted for about 45 per cent of the deficit on non-merchandise transactions, or about 8 per- 
entage points lower than the corresponding proportion for 1968. 


The inheritances and migrants' fund account showed an increase of $15 million in net receipts 
0 $68 million in the first half of 1969. This was due partly to a decline in funds transferred to 
\ther countries, particularly to the United States and partly to an increase in per capita immigrants' 
unds, The number of immigrants however continued to fall, dropping to 75,000 from 90,000 in 1968. 
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Balances on Principal Non-merchandise Transactions 


Gold production available for export ...... otek ononese 
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Balance on non-merchandise transactions ......... 


First six months 


Change 
L967 1968 1969 in 1969 
millions of dollars 
+ 60 + 60 + 59 - 1 
- 13 ai 1ho}s) - 256 - 103 
- 394 - 468 - 432 + 36 
- 19 - 15 - 30 - 15 ) 
+ 63 + 53 + 68 + 25 
- 132 - 54 - 64 - 10 
- 290 - 305 - 310 - 5 
- 725 - 882 - 965 - 83 


The revised 1967 and 1968 estimates for all other current transactions showed relatively sub- 
stantial increases in both receipts and payments, the former by $57 million and $99 million and the 


latter by $73 million and $104 million in 1967 and 1968 respectively. 


These revisions have been mainly 


brought about by an extension of coverage of government transactions, increases in business service 
payments by the automotive industry and a change in the treatment of certain international transactions 
of railways which have been revised to a gross instead of a net basis. 


Current Account Transactions in the Second Quarter - Seasonally Adjusted 


After allowance for seasonal factors, the deficit on current account transactions in the second | 
quarter increased sharply to almost $250 million, close to double that recorded in the previous quarter, 
The deterioration arose largely from transactions in merchandise trade where the surplus declined to 
$156 million from $264 million in the first quarter as exports fell by almost 4 per cent to a seasonally | 
adjusted quarterly level of $3,611 million, while imports at a level of $3,455 million were only frac- 


tionally lower. 


Details on selected commodity groupings of seasonally adjusted imports and exports 


appearing in DBS Daily, August 14th, 1969, suggest that sizeable declines in wheat, lumber, iron and 
steel exports more than offset the significant increases in exports of crude petroleum and motor vehi- 


cles and parts. 


Balances on Current Transactions, 
Seasonally Adjusted 


Balance AREA 
Merchandise on non- 
; account 
balance merchandise 
: balance (1) 
transactions 
millions of dollars 

1967 

© + 164 - 307 - 143 

iL, (0, + 106 - 22) - 166 

Weas, 6, - 45 - 141 - 186 

In @ = 341 - S¥h5) - 4 

Year + 566 = IsOGs: - 499 
1968 

i © + 301 - 379 - 78 

1k) ar 453 - 361 + 92 

Linn @, =F B27 - 382 =D 

IV Q + 295 - 365 - 70 

Year ae SHE - 1,487 = Ills 
1969 

il, ©, + 2 64 ~ 390 - 126 

hi @ = oxo) - 402 - 246 


(1) Omission of inheritances and migrants' funds 
yields exports and imports of goods and ser- 
vices as published in the National Income and 
Expenditure Accounts (seasonally adjusted at 
annual rates). 

Note: Details of current account items, seasonally 

adjusted, may be found on pages 20 and 21. 


Non-merchandise transactions on a season- 
ally adjusted basis led to a moderate increase 
in the deficit on this account to just over $400 
million from $390 million in the previous quarter, 
This largely resulted from a significant widening 
of the deficit on travel account, where payments, 
at $321 million, were over 10 per cent higher 
than in the first quarter, compared to only a one 
per cent rise in receipts, which lifted their 
level to $278 million. Some offset to this oc- 
curred as seasonally adjusted interest and divi- | 
dend receipts showed an unusual increase to $124 
million from $97 million in the previous quarter, 
thus causing some reduction in the seasonally 
adjusted deficit on this account. 


Transactions by Areas 


In the first six months of 1969 total 
receipts from the United States amounted to 
$6,209 million, some $839 million more than in 
the first half of 1968. Total payments rose by 
$863 million to $6,943 million. The current 
account deficit with the United States therefore 
increased by $24 million to $734 million. ( 


Merchandise exports to the United States 
accounted for $5,125 million or 82 per cent of the. 
total United States receipts. Although towards 
the end of the first half of 1969 there were some | 


q 
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indications that monetary and fiscal policies designed to suppress inflation in the United States were 
beginning to take effect, practically the whole of the increase in Canadian exports went to the United 
States. Exports of fabricated materials which represented about 37 per cent of domestic exports to the 
United States rose by over $130 million - an increase of about 8 per cent over the first half of 1968. 
There was a small reduction in exports of crude materials. Merchandise imports from the United States 
rose nearly as much as exports, namely by $732 million to $5,115 million. Imports of end products 
which represented the bulk of merchandise imports from the United States, increased by about $650 mil- 
lion while imports of fabricated materials increased by over $150 million to $942 million. Imports of 
erude materials fell by about $50 million to some $195 million. The trade surplus with the United 


States rose to $10 million from $2 million in the first half of 1968. 


Quarterly Current Account Balances The deficit with the United States on 
non-merchandise transactions increased by $32 


| million to $744 million. Receipts rose by $99 
| nG, ii Ome el On One ear million to $1,084 million while payments increased 


| by $131 million to $1,828 million. The $70 mil- 
millions of dollars lion increase in the travel account deficit to 
$142 million accounted for the greater part of 
Jnited States: the increase in the deficit with the United 
MOOT .. esses - - 563 - 508 + 48 - 319 - 1,342 States, Although the United States is Canada's 
Moo ......... =~ 421 - 289 + 156 - 284 - 838 greatest non-resident source of travel revenue, 
a - 406 - 328 it is also a strong attraction for Canadian 
travellers, and takes about 75 per cent of total 
Jnited Kingdom: Canadian travel expenditure abroad. 

SOUT ahs ses eee bl 64. 02-4 1674-512 

Meer e. sees. ss + 1227+ 426+ 112+: 89+" 449 The increased deficit on the travel ac- 

ee +100 6+ 441i count together with the increases in deficits on 
{ freight and shipping and all other current trans- 
)ther countries: actions amounting to $20 million and a small 
| LY See ee eek oe ON She F3) reduction of $1 million in gold production avail- 
MEIOO B.sceeess + VL £144 4+ 65 - 2+° 278 able for export were partly offset by a reduc- 
| UN ay. | a ar tion of $36 million in the net interest and div- 
idend payments and an increase of $23 million in 
sll countries: the surplus of migrants' funds. 

0 ae = 54s = 209 200 =" 117" § "499 

BOO hee sos ee 22 Ore 1.0--+--333--=.-197- - eT If the credit representing gold produc- 
Ss - 286 - 339 tion available for export is excluded, Canada's 


current account deficit with the United States 
| in the second quarter of 1969 was $356 million. 
f Capital flows between the two countries produced 
1 met influx of $606 million as long-term movements led to a net inflow of $353 million while there 
vas a swing to a short-term capital inflow of $253 million. In sum, these transactions with the United 
states gave rise to net receipts by Canada of $250 million more than offsetting the $202 million net 
yayment by Canada in the first quarter. 
| Total receipts from the United Kingdom fell by about 3 per cent or $21 million to $770 million 
lue to a reduction of $35 million in merchandise exports and an increase of $14 million in other cur- 
‘ent receipts. Total payments rose by 16 per cent or $86 million to $629 million. The current account 
surplus therefore fell to $141 million. Merchandise imports from the United Kingdom increased by 19 
‘er cent to $405 million, some $65 million more than in the first half of 1968; the over-the-year in- 
rease in payments for other current transactions was just over 10 per cent or $21 million. The change 
cn the trade balance with the United Kingdom, probably reflecting the effects of the policy of the 
Inited Kingdom government to ameliorate its balance of payments performance showed a reduction of $100 
\illion in the Canadian surplus which fell to $175 million in the first half of 1969. In this period 
here were reduced shipments of wheat, lumber and wood products, aluminum and nickel, and a small in- 
ease in exports of newsprint paper. Imports of end products, the major category of goods imported 
‘rom the United Kingdom, rose by about 23 per cent to $256 million, and imports of fabricated materials 
ncreased by about 16 per cent to $14 million. 


Non-merchandise transactions with the United Kingdom led in the first six months of 1969 to an 
-mereased deficit of $7 million to $34 million, mainly due to the greater deficit on travel account 
hich increased by $11 million. As in the case of the United States there was a reduction in the 
eficit on net interest and dividend payments amounting to $5 million. 
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Canada's Bilateral Accounts with the United States and the Rest of the World 


Transactions with the United States: (1) 
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Capital movements in long-term 
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Transactions with the rest of 


the world: 
Current account balance ........ aoc o ak 
Capital movements in long-term 
EOIN ooaqdd 6b noon todo yaoonndoane =f 
Capital movements in short-term 
EOISUS) GHogdbagucos COUO RDO THON ODODE a 
TWEE nog dodn bGnGdo9 66 soneonoons as 
Gold production available for 
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Official monetary movements(2) ........ + 


1968 
1967 1968 
> Cee ARE ee aed menu res 
millions of dollars 
1, 454 9m. > 958s = 454.6 i SLG dG oy 
1,244 + 1,084 "+ 14 “+ 366 + 247 328 
944° = 1,243 = 529 = 197 “= 716 199 
Peioe. 2 isliy ap 842 ga loser 245 2415 
SES R20) a 1 OSr eo 270" “ae ae 87 
t0S.0 + 506" 920) 4 35>. 4 eas 28 
Lig sok SL eh Perea iS: 2-202 21 
15060" °F 15350) “Faeroe, 674 94 
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(1) Excluding gold production available for export shown separately below. 
(2) Change in holdings of monetary gold, foreign exchange and net balance with the International 
Monetary Fund less reciprocal swap facility with Federal Reserve System. 


1969 

ro *40@ 
- 437. - 356 
+ 343 + 353 
- 108 +253 
- 202 +250 
+120 ~- 
+ 205 + 137 
~ 191. += Gee 
+134 = 337 
+ 31 2a 
-~ 37 =e 


Transactions with the Rest of the Sterling Area countries produced a reduction of $71 million 


in the current account surplus which fell to $48 million. 


This reduction was to a large extent caused 


by the lowering of the trade surplus by about 43 per cent to $50 million due mainly to an increase of 


about 32 per cent in imports. 
aid, while exports to Australia were reduced, 
Hong Kong, Malaysia, Australia, and Jamaica. 
transactions was converted into a deficit of $2 million in 1969. 


contributions was the largest deficit increase on invisibles, 


In the first half of 1969 total receipts from the OECD (Europe) group of countries amounted to 


An increase in exports was recorded to India, principally for economic 

There were relatively large increases in imports from 
A small surplus of $5 million in 1968 in other current | 
An increase of $11 million in official | 


$710 million and were about 18 per cent above the total receipts in the same period of 1968. Total 
payments rose by about 14 per cent to $801 million. 


countries was therefore reduced by $7 million to $91 million. 


The current account deficit with this group of 


With merchandise exports increasing by 


$103 million and merchandise imports increasing by $73 million the trade balance performance moved to 


a surplus of $82 million - an increase of $30 million over that in the same period of 1968. 


increased exports to France, the Federal Republic of Germany, Greece, Italy, the Netherlands, Norway, 
Switzerland and Sweden, and reduced exports to Belgium and Luxembourg, Portugal and Spain. With the 
exception of Portugal, imports from all these countries increased. 


For other current transactions, increased deficits on travel, interest and dividends, freight 
and shipping, and the reduction in the surplus on migrants' funds amounting in total to $36 million 
were partly reduced by a decrease of $12 million in the deficit on government transactions. 


The current account surplus with Other Countries fell to $11 million from $194 million in the 
The reduction largely arose in the merchandise trade account where the surplus 


fixsit halt of 1968. 


fell by $169 million to $23 million. 


about $82 million. 


Imports, on the other hand, rose by $111 million to $674 million. 


Exports declined by $58 million to $697 million due mainly to 
lower wheat shipments to the U.S.S.R., the Peoples-Republic of China and Japan, which fell in total by 


Imports from 


There were 
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Japan alone increased by over $66 million while imports from the People's Republic of China, Taiwan, 
Venezuela and Mexico increased in total by about $25 million. The non-merchandise balance with this 
group of countries due to larger net payments on travel, and on miscellaneous transactions and a lower 


surplus on freight and shipping changed from a surplus of $2 million in the first half of 1968 to a 
ae of $12 million in the first half of 1969. 
' 


. Total current and capital account transactions by Canada with the United Kingdom and other 
overseas countries resulted in a net outflow of $337 million, the first overall payment balance since 
the first quarter of 1966. Short-term capital outflows at $463 million were the principal factor in 
this movement as Canadians built up their foreign currency bank balances overseas. In addition current 
account transactions resulted in a deficit of $11 million mainly as a result of a reduced merchandise 
trade surplus. Long-term capital movements, however, led to a net inflow of $137 million. 


capital Movements 


Summary 


1968 1969 

Item 1967 1968 

1b iO OR Vee ii, ©, iLiE, ©) 

millions of dollars 
jJapital movements in long-term forms .. + 1,347 +1,590 +169 +723 + 342 + 356 + 548 + 490 
vapital movements in short-term forms - 690—™ - 1,126 -"706 - 84 “= 514° + 178 =) 9 eA) 
jalance OMm SOOMS MANS eInV ACES) slayeiiers «cle - 499 - Pty = 228 = T9353 o= 1O7 - 286 - 339 
Mficial monetary movements(1) ........ + Lah Gos5aee> £658 Ha6207 tek OLeut-2337 36 S10 eo 


(1) Change in holdings of monetary gold, foreign exchange, and net balance with the International 
Monetary Fund less reciprocal swap facility with Federal Reserve System. 


The net movement of capital into Canada rose slightly in the second quarter to $280 million 
rom $249 million in the March quarter. On balance, the inflow of long-term capital fell by $58 million 
10 $490 million while the outflow of short-term capital was $89 million lower at $210 million. There 
fas a moderate deterioration in the deficit from current account transactions to $339 million so that 


he balance of current and capital account transactions led to a $59 million fall in official monetary 
-Ssets, 


| Sales of Canadian new issues to non-residents, at $492 million, were sharply down from the 
irst quarter's high of $653 million but continued to be the major factor contributing to the net in- 
low of long-term capital during the quarter. Inflows for direct investment doubled to $260 million 
S a result mainly of two major takeover transactions. The main outflows arose from the retirements 
£ Canadian securities and direct investment abroad by Canadian companies. Sales of new issues are 
aken into the balance of payments at the time of delivery. The effect of adjusting actual long-term 
apital inflows to reflect the timing of security offerings is given in the accompanying statement 
hich shows that deliveries were somewhat in excess of offerings during the quarter. However, as in 
hhe previous quarter the balance of offerings undelivered at the end of the quarter remained at an 
xceptionally high level - some $955 million. 


Capital movements in short-term forms gave rise to a reduced outflow of $210 million. There 
as an increase of $359 million in the outflow to augment Canadian holdings of bank balances and other 
hort-term funds abroad. However, this was more than offset by a swing of over $500 million to an 
nflow of $232 million in the category described as "all other transactions" (which includes changes 
n loans and accounts payable and receivable as well as transactions which have not yet been identified). 


\ 
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Capital Movements in Long-term Forms A particularly important element of short~ 
term capital movements were transactions in the 
Adjusted to Canadian banking system's foreign currency assets 
é Actual reflect timing and liabilities which gave rise to a total out- 
set inflow of security flow of $307 million. The net spot holdings by 
offerings the Canadian chartered banks of foreign currency 
millions of dollars claims on non-residents rose on a transactions 
basis by $307 million in the quarter while those 
LOG Geeker ala lover acawere + 1,347 + 1,599 on Canadians declined by $572 million to produce 
LOGS meets i ctaantrs + 1,590 + 2,142 an overall decrease of $265 million. (Claims on 
residents of the United States and overseas 
1967 IL OPS Ae cic + 280 700333 countries rose by $3 million and $687 million 
Hh Odo aaeciee + 247 + 351 respectively while liabilities to these areas 
MRR ire nestel ats yan + 473 increased by $79 million and $304 million respect- 
I 0) aohesc ae SO + 442 ively. Foreign currency claims on Canadians 
were increased by $217 million while liabilities 
iG Se 2 a OM, 0 eae a ce) MR Oe, ap eS) rose by $789 million as holdings of swapped 
HAT Oimrpvevereners ae US + 641 deposits spurted by almost $600 million to $1,480 | 
TT O Cee utiar ens O42 qe SHAG) million at the end of June. Thus the net de- 
TV Meters te necers a SOG ee OLY crease of $265 million in foreign currency assets 
reflects declines in net assets of $76 million 
1969 1f ©) Genoa + 948 + 603 and $572 million with residents of the United 
ILE OQ) Goma cc + 490 + 464 States and Canada respectively partly offset by 


an increase of $383 million with residents of 

overseas countries.) These figures cannot be 

identified separately in the balance of payments 
presentation in this report but form elements of several of the items. It is interesting to note that 
for the first time in almost five years the chartered banks' net spot foreign currency position was 
short by almost $22 million. In general, however, the overall foreign currency position of the char- 
tered banks, including forward contracts, tends to be more stable than the spot position alone. 


Direct Investment 


The net inflow of capital for long-term investment in foreign-controlled concerns in Canada 
rose sharply during the quarter to the high level of $260 million, doubling the first quarter figure. \ 


By far the largest part of the inflow went into manufacturing chiefly as a result of the acqui- 
sition of further holdings in a major brewing enterprise by an international concern and the takeover 
of a large food processing concern, There were also significant inflows of capital into the petroleum /| 
and mining industries while there was a large outflow from the finance industry involving the acquisi- 
tion by Canadian interests of a major insurance company which formerly was largely owned by non-resi- 
dents, Approximately three fifths of this quarter's inflow originated in the United States with almost 
all of the remainder originating from other countries outside Europe, mainly South Africa. 


There was an exceptionally large outflow of $110 million for Canadian direct investment abroad 
during the quarter which was substantially due to investment by manufacturers of beverages and tobacco | 
products, About three quarters of the outflow went to the United States with most of the remainder 
going to Commonwealth countries other than the United Kingdom. 


Security Transactions 


The net inflow due to transactions in portfolio securities between Canada and other countries 
during the second quarter fell by more than twenty-five per cent to $422 million from the record high 
in the first quarter, Inflows from sales of Canadian issues dropped by almost one third to $429 mil- 
lion, as deliveries of new issues returned to the more normal level of $492 million from the rather 
high $653 million in the first quarter. Net purchases of foreign securities by Canadians registered 
a small net outflow of $7 million, continuing the decline evident since the third quarter of 1968 which 
has been largely attributable to reduced net purchases of outstanding issues. 


The sharp decline in deliveries of new Canadian issues during the quarter, which, nevertheless 
constituted the third highest on record, was attributable, in large part, to a $124 million reduction 
in deliveries of new provincial direct and guaranteed bond issues. New municipal issues which rose to ~ 
near record levels of $86 million were almost double the previous quarter's figure. New issues of 
corporate bonds at $80 million shared in the overall decline dropping to less than one half of the 
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Portfolio Security Transactions Between Canada and Other Countries 


ee Se ae ae a a en peng i rmeenenenenenenenis 


Net sales (+) or purchases eva 1968 1969 


(-) by Canadians 


1967 1968 LQ IIT Q LEIA > IVi0 6, Eli we, 


millions of dollars 
Canadian securities: 


OWESstandine ="Bond's 205... - 57 - 69 Te eee ee eg ee ape dk - 6 

STOCKS! WPF. tteteerctens =F PP cmaee  W2 wm 15 + 34 + 10 + 53 aes oul + 44 
NEVES SUCS Mot. sic 50 <"e%ere'e%s/e sSotetare lets a tb 3t07/ +d, 933 +407 + 708 +452 + 366 + 653 + 492 
BR CisdCTNCTIES Sets cher eeiete ee wie afore enene Se SY) - B95 =~ 124 = 1420 = 37° = 414 - 69 - 101 


Foreign securities: 


ESE ANCHE UA S'SWUCS: Bi. .x,ci0heisisietace - 382 - 425 Sy Dy me AE ee WO) - 49 - 6 

NERY UGS CC Ac ee SA AL An - 65 - 70 - 23 - P=) 14 ee 22h - il - 20 

RCHSEISCMEIRMIES sis « vies © « oles, sueneseus ee ala 15 ar 27 ar Oleect teem ome sp ae ILS, 
Se a te pales aE cs sy eee Te SAE ec Sees 

Botal Ss, Gte COUNECIECS, 6.6 sp snescs ap HATS} se dhe TEINS) +157 +482 + 280 +194 am Sie) + 422 
a a ee eee 

HNC CS Cal GOS, hi, 0 eee sole elece alee Aus > O/C OOS: +134 + 230 +143 +158 a PACS) ae 7h 

mated Kingdom .....cc0c00-8 eapuiaens - eo LL = ond IS iam foe! be ec ae’ ip + 18 +..10 

WT OCOUTEELCS ..cccccccccsveve 5 - Zeer 2.59 ie b>, <b oL39 o- 43 te ASH, ap Sus: 
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New Issues of Canadian Bonds Sold to $175 million for the previous quarter. Geograph- 
United States Residents ically over seven tenths of the proceeds of new 
bond issues came from the United States and 
Peri Offer- De- Unde- nearly all of the remainder from Continental 
eriod g : : : : : , 
| ings liveries livered (1) Europe, which provided approximately the same 
millions of dollars proportion of the proceeds as in the previous 
quarter. Proceeds from new issues of common 
i 1,466 2 By and preference stocks remained at a high level 
68) Ses ee 1,907 SDD 926 at $76 million, chiefly as a result of large 
foreign purchases of new issues of petroleum 
1967 YON S.A 346 293 LS companies, which also constituted the major fac- 
EO 4. 384 280 279 tor in the first quarter's high level. Trading 
ICIEUS ORG. 5.5 6 422 262 439 in outstanding Canadian securities produced a 
iN; Oaeags 314 379 374 slightly smaller net sales balance of $38 million 
compared with about $54 million in the previous 
mos 61 (Q(t... 399 333 440 quarter. Geographically there was a net outflow 
BEROM rete re 348 430 358 of $1 million to the United Kingdom and net in- 
ROR 1.50 284 Qi 365 flows of $30 million and $9 million from the 
IY (0) SAS 876 315 926 United States and other foreign countries respec- 
tively. Retirements of Canadian securities rose 
Moo "TQ .... 429 374 981 by $32 million to $101 million during the quarter. 
IL, SO G.c.c.c 259 285 955 The decline in the net capital outflow from 


transactions in foreign securities constituted 
(Ll) At end of period, the third such consecutive quarterly decrease 

and at $7 million, was some $51 million smaller 

than the figure for the first quarter. Again, 


as with the previous two quarters the major reason for the decline was the decreased net purchases of 
_common and preference shares from the United States. 


Other Capital Movements in Long-Term Forms 


“During the second quarter the Government of Canada made loan disbursements to other governments 
of $16 million. Geographically the disbursements, all of which were made under the development loan 
programme, went mainly to Asia. Slightly more than $2 million went to countries in other parts of the 
world. In addition Canada made a subscription of $27 million to an international investment agency. 
Repayments of principal on intergovernmental loans outstanding under earlier programmes amounted to 


$2 million. 


aia. | 


Transactions arising from the financing of medium and long-term export credits extended from 
Canada directly or indirectly at the risk of the Government of Canada led to a higher net capital out- 
flow of $29 million. The $16 million increase in the outflow compared with the first quarter was 
largely due to higher advances for purchases of wheat by Sino-Soviet countries. 


All other transactions in long-term forms gave rise to a net capital outflow of $12 million 
compared with an outflow of $73 million in the first quarter. This quarter's outflow mainly resulted 
from a large number of offsetting movements in the long-term liabilities of Canadians to banks in the 
United States. This item also covers other long-term loans, mortgage investments and movements of 


insurance funds. 


Detail of Long-term Capital Transactions n.i.e. 
Item D13 


mS 


Export credits (1) 


Year Other } 


nee Wheat Other commodities ee ee Total 
rter actions 
ee Ad- Repay - Ad- Repay- 
Net . Net 
vances ments vances ments 


millions of dollars 


LOG are te PW ee Se ACS tema Daal - 60 + 39 = Jerr OF + 161 + 268 
HOGG) Ou eel ra toed oreceees = 143 s+e21G = 73 - 89 +45 = 744. E29 er) - 3b 
EO Gy. eae LO sateen D7 ot AG eo Se +10 EO ee me YY: + 22 + 39 
5 Pd a 2-39 ee 5) es 6 Pee rs ST uGh BBO aoe + 499 

TIS in Wal ee ee ee ae. a) Di te Ale 2 Eel 10 + 11 Speers + 68 + 87 
TV COL tase ees es - 1 + .36 + .35 yh + 10 awlhAeee 2d, + 72 + 93 7} 

HOGG Deel sO, eB a Se Se ay ee Seen =) RS + 12 ~ Joe 44 «= 15 + 29 

TM ON Oe ace de case : - 45 + 57 «+. 12 ache + 10  £ - 48 + 12 + 20 

Bites Oe aera es —ytb “— 48a ces 25 + 14 eh ata Sis - 66 - 74 

(SCR ne See me: - 28 + 35 + 7 - 31 + 9 <2 20a 8505 PE EDT + 12 
LOG Gig BUG Okeen apna tes — =i 2254 etki 20k = a5 020 el? ak Shows . wee - 73 - 86mm 
TO mad pees cite 3 Dn eck ie aly BOG = 87 ho 15 «hig 2 ~ a 


(1) Medium and long-term export credits extended from Canada directly or indirectly at risk of the 
Government of Canada. 


Capital Movements in Short-Term Forms 


Capital movements in short-term forms gave rise to a somewhat lower net outflow of $210 million’ 
in the second quarter of 1969 compared with an outflow of $299 million in the first quarter. Short- 
term interest rates during the second quarter as measured by 3 month treasury bill yields moved up 55 
basis points in line with the Bank Rate increase of 1/2 per cent to 7 1/2 per cent in June. The short-| 
term yield differential nearly doubled in favour of Canada as United States treasury bills remained 
quite stable over the quarter. With doubling of the forward premium on the Canadian dollar covered 
yield differentials in June rose to an exceptionally high 2.22 per cent in favour of Canada. However, 
treasury bill yields may not be wholly appropriate in measuring international interest rate differen- 
tials, For example Euro-dollar rates in response primarily to tight money conditions in the United 
States rose to levels above 11 per cent towards the end of the quarter, 


Non-resident holdings of Canadian dollars fell by $10 million during the quarter. This move- 
ment comprised an increase of $25 million in Canadian dollar deposits and decreases of $30 million and 


$5 million, respectively in Government of Canada demand liabilities and non-resident holdings of Cana- 
dian treasury bills. 


Canadian holdings of foreign currency bank balances and other short-term funds abroad (exclud- | 
ing official reserves) rose sharply by a record $527 million in the second quarter of 1969 compared 
with a rise of $168 million in the first quarter. For the most part this appears to have been a move- 
ment of capital responding to interest arbitrage rather than speculative considerations induced by the 
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Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 


—_————— ee SSSSSSSSSSSSSSSSSSSSe 
1968 1969 


Transactions with all countries 1967 1968 


15 16, Li Q £TD-Q- V9 I Q TEFQ 


millions of dollars 
17.1 Bank balances and other short-term 
funds abroad (excluding official 


HESCEVES)) vise. aes Seetateve cle) stave te ce tere - 286 - 405 - 125 + 27 - 149 - 158 = 168) = 527 

17.2 Canadian commercial paper, etc. .. ep anil + oS Stee OpGaaionatienes: + 13 - 3. = 3 

17.3 Canadian finance company paper ... - 54 - £33k) =) (60 2y@ 235 - 36 -  L5O kee 70 
17.4 Canadian finance company obliga- 

ELONSS -NLeG. meek eposierab teh iers Bc ap eyéh ae 19 - one 7) - Je 3p Bye +) 238.2 O 

Sie Alleother transactions (1). .%>...< =§559 = PSE =854807=153 = 345 +195 = 310 + 232 

Petals item) Del. Oe, 2th Geceescd E554.’ &F0.265. -~8733 45-186 064 530 Her 84 - 299 = 200 


Wily meludes chances in Taanavcud nn eee 
(1) Includes changes in loans and accounts receivable and payable, and also balancing item represent- 
ing difference between direct measurements of current and capital accounts, 


very high levels of interest rates on international money markets. 


For the second consecutive time, non-residents' holdings of Canadian finance company paper 
(including that of financing subsidiaries of manufacturing and retail enterprises) increased, rising 
by $70 million despite an overall decrease of $88 million in the amount of Canadian finance company 
paper outstanding. Transactions in other finance company obligations of a short-term nature (which 
include borrowings from foreign banks and advances from parent companies) led on balance to a net in- 
flow of $28 million compared to a net inflow of $23 million in the previous quarter. In addition 
there were, of course, other finance company transactions not identified separately which have been 
included with capital movements in long-term forms, notably new issues and retirements of Canadian 
securities, All in all, the international borrowings of these companies in the second quarter resulted 
in an aggregate net inflow of about $100 million. 


International transactions in Canadian commercial paper (including bankers' acceptances) led 
to a substantial net inflow of $17 million while transactions in other short-term paper (including 
notes of banks, mortgage loan companies and municipal and provincial governments) resulted in a net 
outflow of $20 million. 


All other transactions led to a net capital inflow of $232 million, a significant part of which 
was attributable to increases in residents' foreign currency bank borrowings. Amounts which have not 
yet been identified represented approximately half of the overall inflow thus reducing the total out- 
flow for this item for the first half of 1969 to just over $100 million. 


Official Holdings of Monetary Gold and Foreign Exchange 


Canada's official holdings of monetary gold and United States dollars totalled US $2,623 mil- 
lion at June 30, 1969 a fall of U.S. $156 million over the quarter mainly concentrated in June. Part 
of the decrease had a counterpart in Canada's net balance with the International Monetary Fund which 
increased by U.S. $101 million in the quarter principally as the result of a drawing in Canadian dol- 
lars by the United Kingdom, This transaction involved an initial augmentation of the IMF's holdings 
of Canadian dollars as Canada made a loan to that institution in Canadian dollars under the General 
Arrangements to Borrow equivalent to U.S. $40 million and also bought gold worth U.S. $2.5 million 
with Canadian dollars. 


The quarterly change expressed in Canadian dollars showed a drop in official holdings of mone~ 
tary gold and foreign exchange (including working balances of sterling) of $168 million. The increase 
in the IMF balance amounted to $109 million. In total these transactions reflect a $59 million de- 
crease in Canada's official net monetary assets, 


The spot value of the Canadian dollar on foreign exchange markets slipped gradually through 
April and May and more markedly in June as the Canadian dollar fell below its official par value of 
108.108 cents for U.S. $1.00 for the first time since April 1968 to 108.16 cents. By the end of the 
quarter a small premium emerged as the rate rose to 108.09 Canadian cents for U.S. $1.00. 
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The following statement provides data on foreign exchange rates and certain reserve items: 


United States Dollar in Canada 


Period 


Low 


Close 


Canadian cents 


High 

1968 Des erate c ase 109.00 

Wil 0) cooocdc 108. 25 

TAREQ Mer eveter tere NOs Se, 

IW @) Boo c0d¢ LOWS 

1969 i @) sooc 107.84 

IE Oreo ee 108.16 

Noga na cogo doe : UO ¢ 1 

May” sae ec tesa er eas 107.84 

UIT CMEer ahetete fetches teeters 108.16 
Note 


: The total of exchange holdings does not include holdings of the Government of Canada at 


108.09 108, 28 
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107. 


107. 
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107. 
107. 


WOT. 
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50 


25 


22 


22 


50 


eA ee) 
2075-25 


107525 


107. 66 


108.09 
107.56 


107.78 
108.09 


Noon 
average 


108. 56 
107.83 
Llo7.31 


107.29 


107.46 
107.76 
107.62 


107.70 
TO7295 


Official 
holdings 
of monetary 
gold and 
United States 
dollars 


Net balance Reciprocal 
with Inter - swap facility 
national with Federal 
Monetary Reserve 
Fund System 


millions of United States dollars at end of period 


2,244 
2,574 
2,534 


2,827 


Ot 779 
2,623 
2,782 


2; 760 
250235 


a - 250 
121 - 125 
186 - 
206 - 
221 - 
Dee - 
oil - 
236 - 
a22 - 


June 30, 


1969 of $84 million of medium-term non-marketable securities of the United States Government, 
acquired in 1964 in connection with the Columbia River Treaty arrangements. 
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Canada's Accounts with the International Monetary Fund 


Canadian liabilities = IMF holdings 


ga of Canadian dollars 


—Transactions _ Transactions ee aa 
Period Subs - =a ae Net drawings a paginas ee Total ASOT 
See me assets tions eaters tt dian dollars Stone eek. oes Mia 
(Quota) ane s ones eee ce ae me 
loans y countries 
millions of United States dollars 
1947-1966 740.0 50.0 790.0 605.0 Sify, - 379.3 GREYS (2) Bal 448.5 
1 ae - 15.0 HSS e =91'5210 See! 341.6 433.4 
OCS Srseiae = SA 740.0 - 35.0 Sok, 2 - 131.2 - 2.8(3) Dono 206. 2 
1968 1/0 - 35.0 740.0 > eC hoy(0) 426.0 13 739.9 Ont 
Tim 740.0 = 618.9 LZ ee 
ELTO 740.0 - 64.8 S54, 185.9 
IV Q 740.0 co eS - 2.8(3) SSjSh5 08} 206. 2 
1969 a 740.0 = 1550 518.8 DDN FE 
10, () 40.0 780.0 40.0 - 103.5 2er(2)) 457.8 32222 


(1) This is a cumulative measure of the net resources provided by Canada to the IMF including loans 
under the General Arrangements to Borrow(GAB). The Canadian dollar equivalent of the change 
appears as item H2 in the balance of payments statement. Canada's net balance with the IMF, when 
positive, represents its reserve position in the IMF. This may be drawn by Canada virtually 
automatically on statement of balance of payments need, but Canada would then be under an obligation 
to restore its net balance to 25 per cent of its quota which is currently $740 million, i.e. to 
$185 million. 

(2) Sales of Canadian dollars to IMF for gold. 

(3) Dividend payment to Canada. 

Note: The statement is expressed in terms of United States dollar equivalents in accordance with the 
IMF practice. Since members are obligated to maintain the gold value of the IMF's holdings of 
their currencies, from time to time there have been adjustment payments between the IMF and 
Canada in Canadian dollars arising from changes in the exchange rate. These transactions are 
not reflected above because the series are shown in United States dollar equivalents, and do not 
appear in the balance of payments statements because only the change in Canada's net asset is 
shown. The adjustment transactions affect the Public Accounts of Canada. 


Revisions 


This report contains revised estimates for 1967 and 1968. The estimates for 1967 are now 
considered final for all accounts except D13 and D17 while those for 1968 are preliminary. In addition 
final 1966 estimates for accounts D9 to D17 are also included. Revised estimates for other 1966 
accounts were published in the 1968 second quarter report. 


Comment on the magnitude of the principal revisions is contained elsewhere in the report. 
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Summary of Current Transcations with the United States, United Kingdom, Rest of Sterling 
Area, Other OECD Countries in Europe and Other Countries, Second Quarters 1968 and 1969 
and Changes Between the Periods 


1968 1969 


Change 


1968 1969 Change 


millions of dollars 


All Countries 


United States 


Merchandise exports. (adjusted) ........ SOG 3,512 3,805 ages 2,331 2,666 5 ee i 
Merchandise imports (adjusted) ............ 3,140 3, 708 + 568 2,307 2,666 1 Io 
Balance on merchandise trade .........-.2-- : tp 32 + 97, 2g tap 20 = Su, 24 
Oech Penrtent receipes. aAzy cease oles : 888 964 +16 591 639 + 48 
Orherscurrent: paynents. ¢... dsc. ase dae Wien» igulirccie 1,400 + 121 904 967 + 63 
Balance on non-merchandise transactions ... = 391 - 436 - 45 7 OLS - 328 ay 15 
Total cecel pes | ss. seule vu Se aes Sees BR 4,400 4,769 + 30g 2,922 3,305 + 383 
TOLa Wee VIN USM ad oie 5< shaves xu discere Solel Reem enseies 4,419 5,108 + 689 F244 35099 + 422 
Current: account balance. 4.<.....4.65 Re ooo eS) =. 359) =) 320 = 289 = 320 -y eo 
United Kingdom Rest of Sterling Area 

Merchandise exports) (adjusted). .cies seman Sue) 20 = 928 168 154 =) gdtte 
Merchandise imports (adjusted) ....: de.<0-- 180 aS reese 110 Tot + 41 
Ballance, on meschandise tirade .ossciss cele ee: Ge Se) eae. ~~ ,80 ap XS: + 8 =r OD) 
OURerS Current FOCe til Gat. Mics sevisce aketesovenausine.¢ 94 107 ty LS 53 64 + I1 
OREM e UL Gent = VayinGtt Spc. sd oes cusea Ureuchs 'avsot louse Eve 107 12 + LS 55 66 a 
Balance on non-merchandise transactions ... sels - 18 - 2S = Z - Z - 

POUCH Me CORPUS anu tle sou. Wiel eeeeee gare ciate Meeiciena reek 413 398 eee) 220 218 = 
Rieck MPA VINEE Son tane wade corel o eieiereieiere eieane arsine 287 I57 +) “70 165 ZL7 +e 
Current account. balance. «ave cksaeseeekock + L2G + 41 eo) Feo ae! = soo 

Other OECD (Europe) Other Countries 

Merchandise exports (adjusted) <. Jiscan uk 269 SUL + 42 425 383 ~ 42 
Merchandise imports (adjusted) ............ 240 281 + 4l 303 378 +e 
Balance on~merchandise Enadess. scene ee ne. +. 29 +30 ats us eee cee = 1Ly 
OEheEweubntent sreced pts. ast enire enon See fe) 81 oF 6 75 We = 2 
O@Ner current. payments. otha <6. vcces 4g tee ne be 143 165 + 22 70 77 + 7 
Balance on non-merchandise transactions ... - 68 - 84 - 16 ate 5 = 4 = 3 
INES IL IgeVeewlinec) Ass Aaa OaaS Aan Ny VanchoNoweneRcksvcne, ove 344 392 + 48 500 456 - 44 
LOW aD avec Smears Ney Aen ee ee ketene sketetoke tents 383 446 + 63 Bs: 455 + 82 
CUuBGenieaceount wbalanGen. shies areciieeion ok - 39 - 54 at pe lis) + 127 + 1 - 126 


Note: Omission of iteme A] ond Ue 

Note: Omission of items A7 and B7 for inheritances and migrants' funds in the main balance of payments 
table at the back of this report yields exports and imports of goods and services as published 
in the National Income and Expenditure Accounts. 


Nor 


Summary of Current Transactions with the United States, United Kingdom, Rest of Sterling 
Area, Other OECD Countries in Europe and Other Countries, First Six Months 1968 and 1969 
and Changes Between the Periods 


a ae 
1968 1969 Change 1968 1969 Change 
a 


millions of dollars 


All Countries United States 
merchandise exports (adjusted) .......... 6,529 WZ VE + 745 ASOD Bile > + 740 
Merchandise imports (adjusted) .......... 5,894 6,934 steels OZE0 4,383 Sy 15 ar ev? 
Balance on merchandise trade ............ +685 e340 - 295 + 2, + 10 + 8 
mepecwcurrent feceipts. 5.205 .6..0.5ege. 6. WD 22 1,651 f- 129 985 1,084 qe OY 
Beree current paymentss:.'s...+..+ech ese. 2,404 2,616 “+ 2 1,697 1,828 apeakestit 
Balance on non-merchandise transactions - 882 - 965 - 83 =* 712 - 744 =a 
HE OPEW Io aa a 8,051 8,925 cp tA S70 6,209 + 839 
Mmerravnents so, ...gae.FPU2s....9 008 Te. 8,298 9F 550 ai dk AG 6,080 6,943 + 863 
Mertent account balance ........:...«. Ae - 247 - 625 - 378 - 710 - 734 - 24 
——————— 
United Kingdom Rest of Sterling Area 


Merchandise exports (adjusted) .......... 615 580 


- 85 301 296 ” > 

Merchandise imports (adjusted) .......... 340 405 + 65 187 246 + 59 

| Balance on merchandise trade ............ a2 15 + el 75 - 100 ai. Abas: To 50 Smee 
ther current receipts ..........-...60, 176 160) eethaneek’ 95 109 oe {4 
Meeecurrent payments... £55. ..4.. 06008: - 203 224 + 21: 90 111 He a. 

_ Balance on non-merchandise transactions =) 427 = 9 #34) - 7 a5 5 - 2. - ii 
Meereceints (OS ... wo. Los. cecal 791 TOs 4 dh mya? 396 405 e.g 
oS OES 543 629 52 86 247 357 +? 80 
Seerent, account’ balance . 2s... 6. ccc cee. + 248 ee - 107 + 119 ap ays) = Fpl 

a ca en ee eee 
Other OECD (Europe) Other Countries 


Merchandise exports (adjusted) .......... 473 576 ay 103 USS: 697 - 58 
Merchandise imports (adjusted) .......... 421 494 aF He 563 674 je IG 
Balance on merchandise trade ............ ap By TO + 30 ap NS a - 169 
Metecurrent receipts 44.4)... 6..e0%e one 130 134 oF 4 136 134 - 2 
Wuerecurrent payments ...1%3..¢5.....6.-.. 280 307 + a7 134 146 + 12 
Balance on non-merchandise transactions - 150 - 173 - AS Ue at =e ily - 14 
re 603 7LOM PE Tw 4.99 891 831 = 60 
Mememetaments 85) 6c. .6 5k 60) sls cg eee Pee 701 801 + 900 697 820 123 
C@erent account balance ................. - 98 - 91 + 7 + 194 dra ee - 183 


Note: Omission of items A7 and B7 for inheritances and migrants' funds in the main balance of payments 
table at the back of this report yields exports and imports of goods and services as published 
in the National Income and Expenditure Accounts. 
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ae 


Exports and Imports of Goods and Services, Seasonally adjusted, 1967-69 


IQ 
Receipts 
Merchandise exports (adjusted) ..... és apsgeaerens 2,836 
Gold production available for export ........ 30 
Teavell vexpendLeEUresmga. «ies slelersle sickerelehelelctenckerencts 244 
Interest and dividends ...... coo dogtu anor. Sielowe 83 
Freichteandeshippings.. ik is eee nse ae 6 o@emree 204 
imherpeances sand smrctanizs) as funds amrerrtels eenoners 81 
MLIVOther-Erangact lone: «tix stesso 0 clotecayetetorenae b. 222 
Sub-totals non-merchandise transactions ... 864 
TOU ALS Ol oy ie ces aeste eis nie'e elas CP RS IRIEL 3, 700 
Payments 


Merchandise: imports aGadjusted wis. ..<e scenes 296 12% 


Gold production available for export ........ = 


TCAVeL expen LCUr Sir. s45-ah oa tac c vabeiesse anes 225 
Interest, and dividends < <-.\s'« siddecseltles seitenie's 275 
Freight and shipping sae» a poten «+ arco e sie ya 217 
inheritances mandemicrantc arsUnG Ss muurpetetettere rate ene a1 
All other transactions (including official 
Contribute tonse ) © sew vlc 5 oc cite wie okere ete 403 
Sub-totals, non-merchandise transactions esl salt 
MOEA US eaters cic.ePeecs toler eacens a slocove ele teleceiele ete Ane 3,843 
Balance 
Merchandi¢e ‘trade, (aqjusted)* 2.2. casero ae + 164 
Gold production available for export ........ + 50 
Travel expenditures, .:<..«. + store Bia 3 ee +9 
Interest: ‘snd dividends jack tee ne clone =a 92 
Fred ghtpand ely pple eae rere cleric cleat oriets - = 23 
Tnheritances and migrants!’ funds 3 -2.< sa. ses hobs 0 
All other transactions (including official 
COnerT bueions) cues caicicckc ee sae 2a eee =| ion 
Sub-totals, non-merchandise transactions - 307 
HO CAL'S se oay a: ctete tener eleteler oieteneectiore SOUOMOC aN NOs - 143 


TO 


Dahl, 


226 
292 
216 
51 
448 
1733 


3,990 


- 166 


1967 


Q ELLE 


millions of 


2,675 


26 
438 
78 
207 
83 
216 


1,048 


CRs 


EVZO 
dollars 


2,964 


Hj 
268 
76 
212 
80 
211 


874 


3,838 


Year 


11,338 


112 
1,318 
295 
830 
329 
863 


3,747 


15,085 


—————— ees 


oe — —eeEEEEESSSSSSSSSSSSSFSSMSMSmMMsfsfefesese 
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Exports and Imports of Goods and Services, Seasonally adjusted, 1967-69 


£L.Q 


+ 


1968 


IEARAE (0) 


3,007 


278 
336 
232 
48 
418 
ipo BD 


ee Be) 


TV 5Q 


millions of dollars 


Year 


13,538 
120 
992 
331 
894 
370 
875 

3,582 


17.120 


12,162 


1,015 
1,290 
937 
209 
1,618 
5,069 


174231 


1969 


IQ 


=U) 


- 126 


dae 10, 


B5455 


S321 
346 
248 
54 
409 
Lae 


4,833 


- 184 
- 402 


- 246 


No. 


— 
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10 
Wa 
eZ 
13 
14 
tS 
16 
Ia 


18 


ie 
20 
Za 
22 
25 
24 
25 
26 
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TABLE 2. Annual Estimates of the Canadian Balance of International Payments, 1966 and 1967 


Other OECD All other 


Other sterling 


United States | United Kingdom 


All countries area (Europe) countries 
Account | 
1966 | 1967" | 1966 | 1967” 1966 | 
No. 
millions of dollars 
A |Current receipts: | 
1 | Merchandise exports (adjusted) ........... wee) LOSS 26) |p del SS Simon c49n meen Jie ale ell ale alee: 642 893 909} 1,475} 1,31 
2 Mutual Aid to NATO countries ............. oe ie ae pe ae Ae a As ae a6 + 
3 Gold production available for export... Onn 127 = = a = = Af =| 
4 Tina vel Gx PENG IeUTeS merete.sccececeseecessersse ase bee 840 [esis 730 1, 164 39 40 18 36 58 23 3!) 
3 Interest and dividends ee 318 295 194 176 32 36 53 9 8 29 2 
6 | Freight and SHIPPING vo. -c-sec-.--cc-ensemasceroes 158 830 411 425 T21 127 58 76 89 107 13}; 
7 Inheritances and immigrants’ funds ..... wees 268 329 106 105 81 81 61 40 58 17 2 
11 | All other current TECOLDUSs taeccscseeecacscccwceeatewusceanenes 759 863 484 548 113 125 41 70 86 63 6 
12 | Total current: LECCIDtS: 2icc.iessseeesscscsescnctsececesscecee 13,414] 15,105] 8,301) 9,807 1,519 | 1, 608 873] 1,124] 1, 208| 1,714) 1,58) 
| 
B |Current payments: 
1 | Merchandise imports (adjusted) ......ssccsseeeceseees 10,102 | 10,772] 7,242} 17, 846 664 651 434 821 843 926 99 
4 MLAVEOXpPeNd 1UUTES e..ckcccccee. cxsessteseasresese oe 900 895 628 627 94 88 43 120 105 29 3} 
5 Interest and dividends Se 1, 140 1, 211 985 1, 058 93 90 i 58 58 3 
6 Preieht and SHIPPINeE s.-ceeesce-cesccccesess ee 823 861 530 522 89 164 12 101 119 92 10, 
7 Inheritances and emigrants’ funds ses 198 213 145 156 30 31 3) 13 12 6 
9 Official Contributlons.-c-c-eeessse eee eee Bes 166 182 _ _ _ = 156 1 Zi 233 2 
10 Mutual Aid to NATO countries ............. ees 18 20 OO 50 ou: ore oe oe ae ote | 
11 AM Other Gurrent pAyMemts: erecccceceesces-ceceesseseavarnescs 1, 229 1, 450 801 940 124 ie 41 195 Dare 76 11 
12 Total current payments .................ccccceceeeeeceeeeeeee 14,576 | 15, 604| 10,331) 11, 149 1,094} 1,096 692| 1,309 | 1,361]| 1,155} 1, 28 
(@: |Current account balance: 
1 | Merchandiseytrad ey srelcccsccaeescnsses veces cscsn coe -steesesceasteuce A204 | 566) = $993 |= 569 +469 +548 +208 + 2 + 66 +549} +381 
2 Other transactions, excluding B9 ... | -1, 220 | - 883)-1,037| - 773 -— 44 - 36 +129 -256 =217 + 33 + 1 
3 Official. contwiubUtions) <-eeeceseconenere tees eaese cease ance = 166) — 182 = —- - — -156 - | - 2 = 20 -2 
4 | ARCO) el ho ital ne aye ene ree A a Perr cence TAC cee | -1,162 |- 499 |-2,030 | -1, 342 +425 | +512 +181 |} -185 | -153 +559 +30: 
| | 
D |Capital account: | 
Direct investment: | 
1 Direct investment in Canada..........ccscsseseseeeees + 790 |}+ 691]+ 718 | + 575 = iO.) ie + 21) +59] +64] + 14) 3a 
Z Direct investment, abr oad etc.t7c--ccee-zeseseaseroesueee - B= 12a Sie 72 = PPR se PAY) — §4| = 22 | - 28 | — 92) 
Canadian securities: | 
Sipil Trade in outstanding bonds and debentures....|- 104 |- 57|/- 72 /- 63 = a 4-3} >= 2) -— 3) ] 18 |e 
Ae Trade in outstanding common and preference | 
SHOCKS ae ae ioe erate nce cet nee etch wu caes aera na Soe eee — 20 = 56 - - 16 - 9 _ -! 
4 New issues ... Bea le ae, + 36 | + 41 = 4790) |) 427 _ | 
5 Retirements .......... ee - 16 - 20 - = 27 — 36 - - 
6,7,8 Foreign securities - 5 = 27 + J =a), + 2 - 15 - 2) 
Loans and capital subscriptions by Government i 
of Canada: 
) AGEN COS) Met Gacctrecceeeercreseee eens ee eee ae eee - 385 |- 88 = - - _ = (2 _ = - 24) - it 
10 | Repayments to Canada + 24 | + 34 — - + 19 + 19 + 13 Se ae - es 
11 Columbia Raver Ulreaty, Metere-csscccsscseceteress + 32 | + 44 |+ 32 | + 44 - - — - _ - | 
13 | Long-term capital transactions n.i.e..............002. | + 36 1+ 268]+ 80 |+ 130 — 9 = 16 - 29 | + 63 - 44 +12! 
Change in Canadian dollar holdings of foreign- } 
ers! j 
14.1 DO DOS TUS ac5.yesenecosasezoeseserersqavscstvececescesteteesnvacesaneses SE UT |e eet te 3 eG Se +17 | = 5 4% 9) — SS 
14.2 Government of Canada demand liabilities 4 5 ]- 4]- 1 _ - _ — _ — + *6 = 
14.3 Canadian treasury bills Been bes 15 |+ 4 |- 1j- 5 +) + 2 + 9 — + i - 15/| = 
17 Other capitalomove ments cee mereer te te een reeeee —- 865 |- 854|- 439 |- 942 +135 — 66 + 69 - 50 + 86 - 22 | Sau 
| 
E Net capital movement (excluding monetary items | 
shown below) in: 
1 WONE=LeIM LOUMS (plat OND laser ete eee eeeee area +1,167 | +1,347|+1, 332 | +1, 244 - 40 | - 30 ~ 67] +30] +82| — 89 | am 
2 SHOLL=TENTTORMS (CO tabGwel alii eres srea eres eee er ece —- 364 /- 830|- 424 |- 944 +140 - 72 + 95 -— 55 + 96 - 39) - 
3 PROUAUS sf oesercecte recom there sted eat cee eee ene + 803 |+ 517]/+ 908 |+ 300 +100 | -102 + 28 | -— 25 | +178 | -128 +11 
{ 
G Balance settled by exchange transfers .................... _ — |+ 639 | +1, 026 -504 | -432 -209 +210 | - 25 | -328 -36. 
C+E+G_ |Official monetary movements in the form of: 
1 Change in official holdings of gold and foreign 
CXCHON GE eee rcs: eee eae ee ee ee - 462 /+ 34/- 483 |- 16 se ey = = = _ +7 
2 Change in net International Monetary Fund | 
POSUULON Rereeers eee. cnet os terete acneeaen eee + 103 |- 16 — = = = = = = +103 | =—1)| 
Reciprocal swap facility with Federal Reserve | 
CORLL RAGS | Sine GR Laat bit a Uti A ea Mag air’ _ - = a a ae et a = = =| 
Notes: 
Data supercede those published in the last annual report on ‘‘The Canadian Balance of International Payments, and International Investment Positio 
and previous quarterly publications (Catalogue Nos. 67-201 and 67-001). 
A2, B10 Mutual Aid is not included in figures for countries or areas, but is included in total receipts and total payments with all countries. { 
D A minus sign indicates an outflow of capital from Canada. “| 
Didi Includes changes in loans and accounts receivable and payable, and also balancing item representing difference between direct measurements of ¢ | 
rent and capital accounts. } 
p Preliminary estimate. 


- |. 


| TABLE 3. Quarterly Estimates of the Canadian Balance of International Payments, 1966 and 1967 
BETWEEN CANADA AND THE UNITED STATES 


Account 


jee eee ya tv 


millions of dollars 


A Current receipts: 
| 2 Merchandise exports (adjusted yee no cococcceceseoseases 1, 353 1,601 1, 542 1,753 1, 646 1,852 1, 740 2,039 
3 34 29 32 32 32 28 26 26 
| a 64 155 403 108 71 301 647 145 
5. 46 45 36 67 52 28 38 58 
} 6 BPE Re ORG SIU OUNE i ascecr tes creel tober prereis stctasin 78 103 116 114 85 108 116 116 
7 Inheritances and immigrants’ funds ee shy 27 38 24 18 25 39 23 
( ATIF OUHEN ChITeNGTCCEIDUS. Bat s<.sechese gsc. thas ease noes 121 121 124 118 134 137 141 136 
j 12 Totalvcurrent receipts) 4 Ss. 5::.52.s05 See cence ee 1, 713 2, 081 2,291 2,216 2,038 2,479 2,747 2,543 
B Current payments: 
} ae Merchandise imports (adjusted) oo... ccceeeeceeeeeeeees 1, 646 Parl 1,685 1,984 ik, feels 2, 162 1, 839 1, 968 
} 4 ETAVC VICK DENGIGUIRCS ters ae we Mena es sate on ts ae techtente 141 ig Ae 212 103 141 181 200 105 
5 inverestian duGividends 5. veces. «tess. te cee Hoa seedsgenee teense 205 218 193 369 213 237 243 365 
. 6 PPE ShwANGESNIDPING” cc,.c.eeeetec-cres econ. ceases ehitesvocecs betes 101 140 149 140 104 140 140 138 
| a7 Inheritances and emigrants’ funds 0.0.0.0... .seeeeeeenere 29 32 41 43 35 35 43 43 
9 OCH GHAI CONUTIDUCLONS yc ech scsacc ts ostass ss Aeasacarsivectecaceeees = = = = = ee zs we 
| 1m AL Other veurrent pay MentS aw. o2.cfe.ces-cs.cetite coshasacchesetecaccs 181 197 202 221 231 232 234 243 
| 32 Mota lZCurrenG, Pa VIMO nes we eo os cose cE ocr gre evens 2,303 2,686 2,482 2,860 2,601 | 2,987 2,699 2, 862 
C Current account balance: 

1 Merchandise trade .................. OY SORE ST OEY Meee 205 — 326 = ile) - 231 — 231 - 310 - 99 cr pete 

2 ©tber transactions, excluding BiG)... .fbe-.:.cpvc-seeceecen: - 297 = PHS) - 48 — 413 = 332 - 198 + 147 — 390 
e 3 OLE Cia lS CONTAMULIONS 2 0.4,.o0s. Oa. Serta ote hares. tyoeees = - — — — = = = 
| CE RS 2, SO annie, 5 a | a oee - 590 - 605 - 191 - 644 - 563 - 508 + 48 - 319 
) Capital account: 

Direct investment: 
| er Direct investment in Canada ......ccccccceccescssscssescsesseeees + 111 + 182 + 130 + 295 + 140 + 161 + 130 + 144 
2 Direct investment abroad =s 13 + 4 + 107 Sula - 9 + 4 - 20 - 47 
Canadian securities: 
} 3.1 Trade in outstanding bonds and debentures ............ —- § = 30 - 22 - 12 - 15 - 26 - | 9 es 

Bee Trade in outstanding common and _ preference 
| SS EOCHS meter cacattaen at esain tes creat: ecco tee cnet pee avea senses = 5 = ail = 28 — 31 = 22 + 2 + 46 + ol 

4 INGWiedS'SUCS Re mencrce ccunon Be sears attiods dacs vtete tenes RS escesseannnss +000 + 349 + 289 + 216 + 300 + 281 + 266 + 392 

5 FRELINCINCHES, cp eweers vances ye tees cere mas es <iccteetuceace ene) secure — 106 = 158 - 80 cs = b4 =—"118 - 48 = etl 

BETO Foreign SCCUTIELCS 0... Bibles. lecscesescwsten teases tlerseoesone nase =. (wl = ie - 106 = = 2 =165 237 1H 

Loans and capital subscriptions by Government of 
Canada: 
9 PAV AT COS MECUC sOiee nai c. crue setts tee wanar ude ee ravs iter osenee «cee, _ _ - = = = = — 
10 Repayments TONGanada oe seared essere sce = — - - _ _ - - 

aL Columbia River Treaty, NeUe....... ccc keer aet cosas corse: - = - +. 32 - ~ = + 44 

is: Long-term capital transactions n.i.@.  .........cesereceseseeee + 395 7) pel + 32 - 38 + 4G = "139 atts: + 40 
Change in Canadian dollar holdings of foreigners: 

14.1 PDCVOSAUS tem beecte ae setcestcies esochooee sie terasensceseeeeensomen eves aetees aS - 6 + 20 +6 + 57 — 68 - 2 + 16 
| 14.2 Government of Canada demand liabilities ................ - 1 _ - = = = == <= 
, 14.3 CAN aGIANWLEASURY MOLUS Fre ercisncccceas meer astrenecaecnaecces = ye + 3 td ee 8 = =, ee eel 
17 Other capital movements FO aS Bil =a — 102 = hl = oP - 544 - 289 
) Net capital movement (excluding monetary items shown 

below) in: 
1 Long-term forms (D1 to D 13) + 508 + 249 + 322 + 253 + 335 + 204 + 306 + 399 
i 3 Short-term forms (D 14 to D17) - 6 - 25 - 298 - 95 Por - 160 - 549 - 272 
3 LIER) 2 AS es Sc Sn Se Fe Rr sO ene eee eee + 502 + 224 + 24 + 158 + 372 + 44 -— 243 $127 

I Balance settled by exchange transfers ...................c60:000+ - 78 + 200 + 35 + 482 + 177 + 427 + 233 + 189 
|= 
'+E+G| Official monetary movements in the form of: 

1 Change in official holdings of gold and foreign ex- 
“OLSEN 1 ae a Rian ky ae 5 Be FM ee Reamer teed — 166 - 181 - 132 - 4 - 14 - 37 rey ais) - 3 
2 Change in net International Monetary Fund position — = - < = = = — 
3 Reciprocal swap facility with Federal Reserve System = = = = ~ 9 = = 
ce eS 


P Preliminary estimate. 


> 


lee) 


Pay tae 


QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1968 and 1969 are preliminary and data for 1967 are mostly final. 
| 
EE ee 
1967 1968 
I Il PEL IV a | 
No. 
millions of dollars 
Current receipts: | 
1 Merchandiserexpontsi(adjuwSted) mau eeccr.ccctseee ete eee memo e re 2,596 3,003 27509 3,048 35017 
3 Goldsproductionsavallablestomexportws. eee ees ee eee 32 28 26 26 $33) | 
4 Travel GX POMGUtT OS a cee eevee eee he cece ee sce ee Pre eee gexec eens 82 347 VPS} 166 79 | 
5 AmGenes tran GG vi dem See geese reece ers ie cargs ee ere ene ree Hal 53 64 107 61 : 
6 Say ecertge ate ZehoKG UMSHONN 0) of eee a. aye alee ner eR ORR rece rary GNntciico nase coca 178 Ze 218 222 192 
7 IOheritancesea Gul inmue tam ts a i UG Sacer reeer ee cert eens or een nae BY, 93 104 73 55 | 
11 INTAU Coiba Sse NEUES WEIN 6 IAEXEXSIT OLSNY renee Sauer csdicece retiocnbonteonscbdonneeneece-tairionebecuorcndiince 226 Dales PS 208 214 
12 Totalcurrentreceipts jac eee eer ee ee 3,244 3,950 4,041 BODO Sy(oeytl 
| 
Current payments: 
1 Merchandise simports: Cad jisted)ecem mare eres sraceeeten eer een ee 2,481 PD) 7/5) Pye SHSM aes I/II) Pigs Tpisyss } 
4 Travel expenditures 0... 196 246 298 155 209 
5 Interest and dividends PaSyAL 267 280 413 293 { 
6 Brevighitean@ashippin eens scctcie atta cc eee ee eee ees eee 183 226 DLy 225 193 
7 Dnheritancessandrenierantse fin semen eee eee nee eae 42 47 65 59 47 } 
9 OffielalscontripUtlOn cme ees eet: cee cere eee ee eee 5) 80 2 29 14 | 
11 ATothercurrentep ayviments- ence ems ete cette ene eme etter B52 378 359 361 369 
12 Wotalcurrentspayments es. 0220s. ee eee 3h 55) 7/ be DNS) 3,841 3,967 3,879 
i 
Current account balance: | 
1 Merchandise trad Cipewe ee tes ie ees ee eyes neuen eee, ete pre Cet eer ae + 115 + 28 + 100 + 323 + 263 
2 OCHETITANSACUONG we XC LU CINE Mia: Omen eran onan terete etre ne eee enn - 376 = DAW eee ol Coil =f a 
3 Olictal FContrip wh LON Swe. sees ccas cd tesa acess: eae ee ee ees SD rs 10) eo Mill - 29 sy Ys 
4 IU OCA eae ace sere en re ec eas ese cane ee ST Te eee 5 Sits - 269 + 200 oe Tahy =e | 
D Capital account: 
Direct investment: 
1 DINCC LAN VS SUIT OM: RUG QV eC Gy espe. cers reece een ears sae oe eee eo + 154 + 186 + 166 + 185 57, / 
DITeeHinviestmenitaa broad swe ese een eve eee, eer te es enter - 37 - 16 - 34 = 38 =5 66 
Canadian Securities: I 
Jal Trade in outstanding bonds and debentures ou.....ccecceeeeeeeceeeeeeeees = ila) =e eel (0) ated Ze ee | 
3.2 Trade in outstanding common and preference StockS ............e. =. 9 53} aS + 29 + 52 ee Ss { 
4 INTE Wi ISSUING Sa ioc te eee Meine ech Ceri i lid RANE ot) RRS ee Med + 315 + 292 + 276 + 424 + 407 
6) RVG GER EM CN Sie emer ps oe ces ccsee hav areas cecal ae Re rc neem - 59 Asal - 49 eS) Sen 
6,7,8 BONCLENESCCUTLtLESa eee a eee eee ton ene ee. Smee: ieee a OF} = Nei) =. WA =e 8 =5 39 ; 
Loans and capital subscriptions by Government of Canada: 
9 AGW SINC CS MOU C Hint a errr etek saSAn trac Meee IA ON once oer cE Ee occa - 3 = 3 = 9 oS = illo’ 
10 FVEDAVINENtSutOy Ca nel Cl circseee menemener eke oe enner Oana nee ec oe re + 11 + 2 + it ae 0) + D) 
al ColumbilayRivienmres tym ehertcwemcsen cas oneace ieee eet euae een eee = oS = a idh. Fs 
13 Ong -vermecapltal trans a CivOns mel. Coc emweteaseseram merece neers + 39 a fio) ae tS}7/ nO SE XS) | 
Change in Canadian dollar holdings of foreigners: 
14,1 DC DOSHES Wiese cssescansrs screen scvecsossnsstysvsnccmsersetencas Reg eta ee Renee cac or eee ee + 48 5 + 7 1 OX) nS 
14.2 Government of Canada demand liabilities oo... ccccccceeseeseseeeeees = 6 - i - 2 + i - 4 
14.3 GCanadianitreasunyab illite sre a eae oe ec enne ee Ue qe NS: + 8 - 17 - 2 + 23 
17 Othemespitalemoyementsue cee eee eee en ee = ai + 26 - 445 - 398 = (738 | 
E Net capital movement (excluding monetary items shown below) in: | 
1 AONE =t CLM OTIS (DN tO MiG) ameter eee eee et er ee + 280 + 247 + 313 + 507 + 169 
Shor-venmcorms (DU sien cesee eee cartes eee eee + 20 = 32 - 457 - 361 - 706 | 
3 LOLA Leer ern res et cae, Cee ee + 300 + 215 - 144 + 146 ~i 53 
H = C+E| Official monetary movements in the form of: 
1 Change in official holdings of gold and foreign exchange o.eeecec.... - 35 - 37 + 55 + 51 - 23 
2 Change in net International Monetary Fund poSition ..cccccccccccccceeceeees + 22 ce | al ff + 1 ee - 471 | 
3 Reciprocal swap facility with Federal Reserve System eee - - - - - 271 
aA z Ee) ahs Ee | 


Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A 1\Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 
B 1} the annual reports on ‘‘The Canadian Balance of International Payments’’. 


A 11\ This item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, 
B 11) insurance transactions, and business services. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1968 and 1969 are preliminary and data for 1967 are mostly final. 


1968 1969 Annual totals Four quarters 


ended 
oT EEE IV I ie 1967 1968 June 30, 1969 No. 
millions of dollars 
A 
By 3h, Sra 3,667 3,469 3,805 ses inst, Spake! ZOOS 1 
27 B12 28 31 28 112 12.0 119 3 
235 548 130 90 260 Wa Sis! 992 1,028 4 
78 78 114 83 114 295 SSyil 389 5 
229 234 239 201 236 830 894 910 6 
99 ikSM 85 62 100 329 370 378 a 
220 220 221 220 226 863 875 887 11 
4,400 LOSS 4,484 A WX) 4,769 LO ss 7 AAD 17,994 12 
B 
3,140 2,859 3,409 Be226 Shey 7s! KO), WP 2 alG2 S202 1 
258 3:75 IL 7s 260 346 895 IEAONES oe 4 
314 297 386 309 320 he BAL 1,290 Ih Sil 5 
243 247 254 207 260 861 )3)7) 968 6 
54 57 Sil 44 50 213 209 202 a 
40 50 29 16 48 182 133 143 9 
370 367 379 380 376 1,450 1,485 1,502 11 
4,419 by Psy 4,681 4,442 DnLOS 15,584 5g 2aill 18,483 12 
Cc 
+ 372 + 483 + 258 + 243 + 97 + 566 + 1,376 + 1,081 1 
- 351 - 100 - 426 - 513 - 388 ar 883 — lOO = 15427 2 
- 40 = 0 - 29 - 16 - 48 - 182 - WSS) - 143 3 
- 19 ap 3333} LO, = 286 - 339 - 499 - TALL ~ 489 4 
4 D 
+ 210 + 160 + 183 + 120 + 260 691 610 air VUZE. il 
+ 17 - 9 - 77 oe) - 110 - 25, - 135 - Dat 2 
= 11 - 13 + 7 Sige lb7/ - 6 - 57) - 69 aF 5 Sail 
+ 34 = 1K@) eS. qe Shy + 44 + 2 oe ED —- 144 32 
+ 708 + 452 + 366 ap (153) + 492 ap lb. SO am dbs C)s}s) a Ibs Shes) 4 
- 120 = Shy) - 114 - 69 - 101 - S5y/) - 395 - Syl 5 
- 129 - 132 - 118 - 58 - 7 - 432 - 468 - BuiS 6,7,8 
- 8 - 416 - 44 - il - 43 - 38 - 78 - 114 9 
+ DD <5 - - 2 sr 34 3° 5 3p 3 10 
- - + 88 - - aia 44 ar 88 a 88 11 
co) - 74 + 12 - 86 - 4l ah 268 - 13 - 189 13 
a 4 a5 4 + 54 Sahih + 25 ctr 24 ae 70 ca WE 14,1 
=> 3 5 il 2 5) - 2 - 30 - 4 oF 21 - 4 14.2 
+ 1 + IL + 13 + 13 - 5 it 4 ae 48 oP 32 14,3 
- 86 - 530 + 84 - 299 - 200 - 854 - 1,265 - 945 1% 
E 
723 + 342 + 356 + 548 + 490 + oe ar lai eal aia 1 
- 84 - 514 + 178 - 299 - 210 - 830 = ILA IAS - 845 2 
+ 639 - 172 + 534 + 249 280 ae 517 + 464 SF 891 3 
H=C+E 
= Bieys) - 43 ayo aL) =) 33 - 168 ae 34 ate 604 ar Sill 1 
+ 130 + 70 + 22 + 16 + 109 - 16 - 249 + 217 2 
se Anes) ar ALY - - = = s 2 a RY 3 
Notes: D A minus sign indicates an outflow of capital from Canada. 


D 1,2 Exclusive of undistributed profits. 


D 17 This item includes mainly changes in private and chartered bank holdings of exchange, international money market 
transactions, loans, and changes in open account commercial indebtedness. It also includes the balancing item 
representing unrecorded capital movements and errors and omissions throughout the accounts. 


H 3 Aminus sign indicates a receipt by Canada. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


THIRD QUARTER 1969 


Following the usual seasonal pattern Canada, in the third quarter, 


surplus from its transactions with the rest 
$465 million from the $325 million deficit 


of the wo 


of the previous quarter, 
trade surplus to $366 million together with the swing in the travel a 


$117 million were the principal factors responsible for this change. 


Summary Statement 


a 


Merchandise trade balance ..... A eCsOscloronc ot 
Balance on non-merchandise transactions - 
Meeeemt account balance ......0scsccece - 
_ Capital movements in long-term forms .. SF 
Capital movements in short-term forms - 
Meeecepital movement (1) ........secccce ot 
Official monetary movements(2) ........ 7 


1967 
566. + 
1,065 - 
499 - 
15347. 2+ 
830 - 
SF lr oe» 
18 + 


1968 


See 


1968 1969 
eee a ee el ee eT 

III Q IV Q 1 Poe 
millions of dollars 
+ 483 + 258 + 243 ap 9)7/ 
- 150 - 455 - 508 - 422 
42 333) - 197 - 265 25 
+ 360 556 + 549 + 481 
= Sys + 178 - 321 ay PAILS) 
- 172 + 534 + 228 + 266 
+ 161 ae 3)3)7/ =. £377 - 59 


tary Fund less reciprocal swap facility with Federal Reserve System. 


Capital movements led to a net outflow of $144 million, a change of $410 million from the second 
quarter inflow of $266 million. Capital movements in long-term forms at $605 million were 25 per cent 
above the second quarter level mainly due to a faster rate of increase in 


recorded a current account 
rld which at $140 million reflected a swing of 


The improvement in the merchandise 
ccount balance to a surplus of 


(1) Excluding items in final line. 


(2) Change in holdings of monetary gold, foreign exchange and net balance with the International Mone- 


foreign holdings of Canadian 


securities (largely new bond issues), a net decrease in Canadian holdings of foreign securities and 


smaller outflows to augment Canadian direct investment abroad, 


a decline in the inflow for foreign direct investment in Canada, 
led to a net outflow of $749 million some $534 million more than i 


flows to increase Canadian holdings of bank balances and other sho 


stantial, were down sharply from the record second quarter level. 


shadowed by the $710 million swing in the balance for "' 


Partially offsetting these changes was 
Capital movements in short-term forms 


n the second quarter, Recorded out- 


rt-term funds abroad, although sub- 
This change was, 


all other transactions", 


however, over- 


Official net monetary assets fell by $4 million compared with a drop of $59 million in the 


Canada's net asset position with the International Monetary Fund improved by $87 million. 


The slow rate of growth of the Canadian economy evident in the second quarter of 1969 quickened 
‘Slightly in the period under review as investment demand by business and export performance both turned 


(second quarter of 1969, Holdings of monetary gold and foreign exchange declined by $91 million while 


‘Stronger. High levels of demand and inflationary pressures continued to be of concern both in Canada 


and its main trading partners resulting in increased tightness in monetary conditions. 
reached new peaks with Euro-dollar rates, the main international short-term interest rate remaining 


j 


about 11 per cent throughout the quarter, 


Merchandise Trade 


Interest rates 


Speculation about the par values of the French franc and 
especially the deutsche mark led to massive movements of funds with the impact carried over into the 
fourth quarter as the deutsche mark was allowed to float over the end of the third quarter. 


Merchandise exports in the first nine months of 1969 rose to $10,956 million some 11 per cent 
over those in the same period of 1968 while merchandise imports, increasing at a faster rate, rose by 


CURRENT ACCOUNT TRANSACTIONS 
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17 per cent to $10,250 million. The trade surplus in this period therefore declined to $706 million 
from $1,118 million in the corresponding period of 1968. Export demand, although moderated by tight 
monetary and fiscal restrictions in the United States, continued strong, with the increase in exports 
accruing largely to the end products group of commodities. External factors such as strikes or the 
threat of strikes which affected foreign sales of crude and fabricated materials in 1968 were not as 
evident in 1969, however there were long work stoppages this year in the domestic iron ore, copper, 
nickel and steel industries which affected the marketing of these commodities. At $1,807 million, 
exports of crude materials were almost unchanged from the 1968 level, while exports of fabricated 
materials at $3,857 million although increasing by $240 million grew at less than half the rate of the 
previous year; within these two groups of commodities there were reduced exports of iron ore, fabricated 
iron and steel, copper and fabricated nickel amounting to $250 million. Shipments of wheat in the 
first three quarters of 1969 were $182 million below those in the same period in 1968 with half of this 
decline concentrated in sales to the U.S.S.R. and China. The main gains were in exports of commodities 
in the end products group which increased by 30 per cent to over $3,896 million. More than 83 per cent 
of the increase was due to increased exports of motor vehicles, engines and parts which rose by about 
42 per cent to $2,567 million (before adjustment for balance of payments purposes). There were in- 
creased exports to the United States, France, West Germany, Norway, Japan, Argentina, and Brazil and 
reductions to the United Kingdom, U.S,S.R., India, China, Australia and Venezuela, 


The increase in imports was the result of various factors. Improved export capability by some 
of Canada's main suppliers of imports, continental rationalization notably in the automobile industry 
involving an expansion of both imports and exports, tight capacity in Canada due to labour disputes 
leading to a decline in self-sufficiency particularly in the steel industry, the accelerated implementa- 
tion of the tariff cuts agreed to under the Kennedy Round and a number of cyclical developments con- 
tributed to the expansion of imports, Besides motor vehicles, engines and parts imports, which in- 
creased by 27 per cent to about $2,636 million (before adjustment for balance of payments purposes), 
there were increased imports of meat and raw sugar, aluminum ores, chemicals, fabricated iron and steel, 
copper and nickel alloys, machinery, communication equipment and computers. Imports from the United 
States, the United Kingdom, France, West Germany, Italy, Japan, Australia, Libya, Nigeria, Jamaica and 


Mexico increased, while imports from the U.S.S.R., Saudi Arabia, Ghana and Trinidad and Tobago were 
reduced, 


Balance of payments adjustments to recorded trade figures in the third quarter of 1969 amounted 
to a net addition of less than $1 million to exports mainly resulting from offsets in respect of pro- 
gress payments on aircraft and adjustments to reflect automobile interplant selling prices, and a net 
deduction from recorded imports of $32.8 million mainly on account of progress payments on aircraft 
and ships and automobile interplant selling price and special tooling adjustments. The net effect of 
these adjustments to exports and imports is therefore to increase the trade surplus by $33.6 million. 


In the first nine months of 1969 average export prices were about 4 1/2 per cent above the 
average for the same period in 1968, Prices of crude materials and fabricated materials increased by 
about 4 and 5 1/2 per cent respectively; prices of end products increased by about 3 per cent. The 
over-the-year increase in import prices, on the other hand was about 3 per cent. The largest increase 
was 4 per cent in the crude materials group, which was followed by an increase of about 3 1/2 per cent 
in the fabricated materials group and about 2 1/2 per cent in the end products group. 


Non=-merchandise Transactions 


The deficit on non-merchandise transactions in the first three quarters of 1969 amounted to 
$1,156 million, some 12 per cent above the deficit in the same period last year. Receipts rose by 9 
per cent to $3,021 million but payments increased by 10 per cent to $4,177 million leading to an in- 
crease of $124 million in the deficit. This deterioration resulted mainly from increases of $159 mil- 


_ lion and $21 million in the deficits on travel expenditures and on freight and shipping transactions 


respectively which were only partly offset by reductions of $36 million and $33 million in the deficits 
on interest and dividends and all other current transactions respectively. With travel receipts in- 
creasing by 8 per cent to $935 million and travel payments rising to $1,074 million, the travel account 
moved from a surplus of $20 million in the first three quarters of 1968 to a deficit of $139 million 
in the same period of this year. The sharp increase in Canadians travelling outside the country raised 


_ Overseas expenditures by Canadians by 27 per cent to $327 million and expenditures of Canadians travel- 
| ing in the United States by 28 per cent to $747 million. 


The net balance from receipts and payments of interest and dividends improved from a deficit 


of $687 million in the first nine months of 1968 to $651 million in the corresponding period of 1969. 


This net improvement of $36 million was accounted for by an increase of $60 million in income receipts 
which was partially offset by a $24 million rise in income payments. Interest receipts contributed 


Travel Expenditures 


First nine months 


to the total increase in income receipts. Net 


| 
| 
$31 million and dividend receipts $29 million | 
income on official holdings of foreign exchange | 

; 


Change continued to be an important element in interest 
1967 1968 1969 bet 02 receipts. In spite of a slight dip in dividend 
millions of dollars receipts in the third quarter of 1969, the nine 
United States: months total for 1969 registered an increase due | 

Receipts ... TRONS fale 842 cr fl to larger remittances by foreign subsidiaries to : 

Payments ... D222 585 747 = 162 their Canadian parent companies in the second 

Bakancey sie. « +497 +186 + 95 - 91 quarter of 1969. Income payments rose by $24 
million to $928 million; this change was accounted 

Overseas: for by a rise of $79 million in interest payments | 

Receipts... 133 91 93 ae 2 offset to a large extent by a $55 million decline ] 

Payments ... 218 BST B2i ae in dividend payments and branch profits. Decrease. 

Bablancew. ose - 85 - 166 - 234 - 68 profits of branch operations of foreign companies 
in the second and third quarters of 1969 were 

All countries: chiefly responsible for this decline as strikes } 

Receipts ... ie, ANS 862 935 asm aeeen/S in a key sector of the economy exerted an un- 

Payments ... 740 842 OWE: ap Se favourable impact on earnings. Interest pay- 

Baw ance it, <r se NE a AY SL 390 = uia9 ments increased to $467 million following large | 
United States and OECD (Europe) purchases in 1968 
and early 1969 of new bond issues of corporations 
and all levels of government. The net balance 

Interest and Dividends: Payments from receipts and payments of interest and divi- 
dends accounted for about 56 per cent of the 
A ae deficit on non-merchandise transactions, some 
Period Total Interest Dividends : : 
1l percentage points lower than the corresponding 
millions of dollars proportion for 1968. 
LOOT ee ease yall 471 740 The freight and shipping account reflecting 
BOG SH sia ere ses sens 1,290 548 742 the movements on merchandise trade moved from a 
deficit of $28 million in the first three 
1968 Te ORR vers 293 2? eal quarters of 1968 to a deficit of $49 million in 
ie OAS 314 144 170 the same period of 1969. Freight and shipping 
TL ELON. .k 297 2. YS receipts increased by about 4 per cent to $680 
IW, "Sore 386 160 226 million while payments increased by about 7 per | 
cent to $729 million. There was a small decline 
1969 TO Ay 309 142 167 of $3 million in the surplus on migrants' funds 
IME @ gcc 320 174 146 and inheritances due to a fall of some 12 per 
de OP 299 Ie 148 cent in the number of immigrants to Canada which | 
was partly offset by an increase in per capita 
funds transferred by immigrants. 
Balances on Principal Non-merchandise Transactions | 
First nine months Gaanes 
1967 1968 1969 in 1969 
millions of dollars 
Gold production available “for export 3.1.66 0s. s« + 86 oo 92 + 88 - 4 
Uravel “ExpendiL Cuvee coc santa e ae ce en cee ae sp Ae et 20 - 139 a I, 
IMB ETROCKS «eynGlisGlinaieleeVele Ls as ma amonneu doe ube HODIGS - 610 - 687 - 651 ap SMe 
PLOLE bei. GML pee cat, wa cele oa ha, ot piace hes Sete - 28 - 28 - 49 = 2 
tnherttances and mierants” funds oars sc once ap KO)2 ae Way, =f Ie: - 3) 
CEG Oael COsarerolowiletoon. +more ceow ado oe a mearetetsroisiersrete - 153 - 104 - 110 - 6 
Bul Orber eunrenk’ transae ClOuG. are oss oe eta eso . - 434 - 452 - 419 + 33 
Balance on non-merchandise transactions ......... - 625 - 1,032 = ly, WGYe: - 124 


a ee ee | 
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Official contributions in donations of commodities, services and cash grants, in the January- ) 
September period of 1969 increased by 6 per cent to $110 million from $104 million in the corresponding 
While international economic and technical assistance increased there was a marginal 


period in 1968. 
decrease in the international food aid program, 


The deficit on all other current transactions fell by $33 million to $419 million. Receipts rose 
by about 18 per cent to $770 million due mainly to an increase from miscellaneous income transactions of 
about $92 million. Payments were up by about 8 per cent to $1,189 million, again mainly due to an 
increase in miscellaneous income transactions amounting to $51 million. All other transactions in- 
cluding government receipts and payments, personal and institutional remittances and business 
services led to an $8 million net increase in the deficit. 


Current Account Transactions in the Third Quarter - Seasonally Adjusted 


After removal of seasonal variations the current account deficit decreased in the third quarter 
to $143 million from $232 million in the second quarter, reversing the trend towards larger deficits 
which had taken place in the previous four quarters. Total receipts increased by about 3 per cent to 
$4,747 million following a reduction in the last quarter, while total payments increased by less than 
1 per cent to $4,890 million. The merchandise trade surplus which had also recorded a decline in the 
previous four quarters, doubled to $312 million from $156 million in the second quarter of 1969, 
However, the deficit on non-merchandise transactions widened by 17 per cent to $455 million as against 
increases of only 1 per cent and 5 per cent in the previous two quarters. 


Seasonally adjusted at quarterly rates, 


Balances on Current Transactions, merchandise exports increased by over 4 per cent 
Seasonally Adjusted to $3,776 million while merchandise imports in- 
creased only fractionally to $3,464 million. 
Balance Gute ak The significant changes in the seasonally adjusted 
Merchandise on non- balances of the invisible items were recorded 
balance merchandise SS ae in travel, interest and dividends and "all other" 
. balance (1) : ; 
transactions current transactions which together accounted 
millions of dollars for almost the whole of the widening of the non- 
1968 merchandise deficit. 
1 6) anes esol - 379 - 78 
ro 1. 453 - Biot + 92 
DE Q <5 Sy2y) - 382 - 55 Transactions by Areas 
IV Q ap.) gS - 365 - 70 
Year ae MESSE: - 1,487 - lll Transactions with the United States in 
the first three quarters of 1969 produced a cur- 
1969 rent account deficit of $460 million, a reduction 
1D; + 264 ~ 369 - 105 of $94 million from the deficit in the same 
i a 8] nee 156 - 388 - 232 period of 1968. Total receipts from the United 
TRIE) ah eal - 455 - 143 States increased by 15 per cent to $9,773 million 
while total payments rose by 13 per cent to 
(1) Exports of goods and services as published in $10,233 million. At $7,687 million, merchandise 
the National Income and Expenditure Accounts exports were 17 per cent above the exports in 
exclude inheritances and immigrants' funds and the first nine months of 1968; merchandise im- 
personal and institutional remittances. Im- ports at $7,398 million, were about 16 per cent 
ports of goods and services include with- above those in the same period last year. The 
holding tax and exclude inheritances and emi- increase in exports to the United States ac- 
grants' funds, personal and institutional re- counted for about 2 per cent more than the over- 
mittances, official contributions and pension all increase in exports; the increase in imports 
payments, from the United States was equivalent to about 
Note: Details of current account items, season- 67 per cent of the total increase in imports. 


ally adjusted, may be found on page 33. 
The non-merchandise deficit with the 
United States deteriorated slightly by $13 million 

to $749 million. A reduction of $91 million in the surplus on the travel account which fell to $95 
million and an increase of $9 million in the deficit on freight and shipping were offset to the extent 
of $91 million by improved balances on interest and dividends, inheritances and migrants' funds and all 
other current transactions. Receipts from United States travellers in Canada amounted to over 90 per 
cent of total travel receipts and travel expenditures by Canadian residents in the United States 
accounted for about 70 per cent of total Canadian travel expenditures abroad. The reduction in the 
Surplus with the United States on this item amounted to about 60 per cent of the overall deterioration 
in the travel account . Gold production available for export which is normally credited to the United 
States account fell by $4 million to $88 million. 


If the credit representing gold production available for export is excluded, Canada's current 
account surplus with the United States in the third quarter of 1969 was $216 million. Capital flows 
between the two countries led to a net outflow of $516 million as long-term movements produced a net 


Quarterly Current Account Balances 
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inflow of $440 million while there was a swing 
to a short-term capital outflow of $956 million. 
In sum these transactions with the United States 
gave rise in the third quarter to net payments 
by Canada of $300 million while the cumulative 
nine month net outflow was $243 million. 


In the first three quarters of 1969 the 
current account surplus with the United Kingdom 
fell by over 50 per cent to $171 million. Total 
receipts were reduced by $35 million to $1,179 
million and total payments rose by $154 million 
to $1,008 million. With exports to the United 


Kingdom falling by $87 million and imports rising 


by $119 million, the merchandise trade surplus 
fell by 47 per cent to $231 million reflecting 
in part the effect of policies to improve the 

United Kingdom international payments position 


and possibly the results of the tariff cuts under | 
the Kennedy Round, In non-merchandise transactions 


the deficit with the United Kingdom was reduced 
by $17 million to $60 million. Receipts rose by 
19 per cent to $328 million and payments rose by 
10 per cent to $388 million. The largest in- 
crease in payments occurred in the travel account 
with the deficit on this item rising by $25 
million to $100 million. 


Canada's Bilateral Accounts with the United States and the Rest of the World 
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Transactions with the rest of 
the world: 


Current account balance ... 
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Gold production available for 
export 


Official monetary movements(2) ........ 


(1) Excluding gold production available for export shown separately below. 
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1968 1969 
1968 
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(2) Change in holdings of monetary gold, foreign exchange and net balance with the International 


Monetary Fund less reciprocal swap facility with Federal Reserve System. 


i 
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Total receipts from the Rest of the Sterling Area rose by about 3 per cent to $645 million 
while total payments rose by about 26 per cent to $577 million. The current account surplus with this 


group of countries fell by about 60 per cent to $68 million as the merchandise trade surplus dropped 
to $56 million from $149 million in the first three quarters of 1968. Non-merchandise transactions 
produced a small reduction of $8 million in the surplus on invisibles which fell to $12 million. 


Current account receipts from the OECD (Europe) group of countries reached a total of $1,098 
million in the first nine months of 1969. This represented an increase of about 14 per cent over the 


total receipts in the same period last year. About 98 per cent of this rise was due to increased 
merchandise exports which rose by 17 per cent to $884 million. There were relatively important in- 
creases in exports to France, West Germany and Norway. Total payments to this group of countries rose 
by about 21 per cent to $1,346 million with some two thirds of the increase attributable to higher 
merchandise imports which rose by 23 per cent to $807 million. With the decline in the trade surplus 
and a larger deficit on non-merchandise transactions, particularly interest and dividend payments, the 
current account deficit with the OECD (Europe) countries increased by over 65 per cent to $248 million. 
The current account balance with Other Countries also deteriorated significantly with the 
surplus falling by about 93 per cent to $19 million. Total receipts, mainly as a result of a reduction 
of about 6 per cent in merchandise exports fell by about 5 per cent to $1,282 million. Total payments, 
again largely due to an increase of 15 per cent in merchandise imports, rose by about 16 per cent to 
$1,263 million, The balance on non-merchandise transactions with other countries changed from a 
surplus of $11 million to a deficit of $34 million. 


Total current and capital account transactions by Canada with the United Kingdom and other 
overseas countries resulted in a net inflow of $267 million; a return to t 


he trend which had been 
interrupted by the second quarter outflow of $367 million. The inflow from capital movements in long- 
term forms, principally new issues of Canadian securities, continued to be sizeable, however there was 
also a sharp reversal in recorded short-term capital movements as Canadian holdings of bank balances 
and other short-term assets overseas were reduced. 


(This picture might be altered by further informa- 
tion which will shortly be available on Canadian Euro-currency holdings.) Current account transactions, 
meanwhile, resulted in an enlarged deficit of $105 million mainly as a result of increased deficits on 
the travel and interest and dividends accounts. 


The $33 million difference between the net payments to the United States and the smaller net 


receipts from overseas countries together with the $29 million of gold production available for export 


are both reflected in the $4 million fall in official holdings of monetary gold, foreign exhange and 
IMF balance. 


Capital Movements 


Summary 
a 
1968 1969 
Item 1967 1968 
TEES (0) IV Q EQ II Q LEE AO 


millions of dollars 
Capital movements in long-term forms .. + 1,347 + 1,590 + 360 ar SiSNK6i + 549 + 481 an telO)s 


Capital movements in short-term forms - 830 


- 1,126 - 532 P17 Ss = 924 - 215 - 749 
Balance on goods and services ...... SOG & 499 - een} OS = 197 - 265 = 325 + 140 
Official monetary mOeme ntsc 1) oe eae gt Wey ge SYS: cou ee Ot - 37 —eo =e 


(1) Change in holdings of monetary gold, foreign exchange, and net balance with the International 
Monetary Fund less reciprocal swap facility with Federal Reserve System, 


The net movement of capital between Canada and other countries in the third quarter of 1969 
Swung to an outflow of $144 million from a net inflow of $266 million in the previous quarter, On 
balance, capital inflows in long-term forms rose by $124 million while the outflow of short-term 
Capital increased even more sharply rising by $534 million to $749 million. With the current account, 


~ [Ome 


influenced by seasonal factors, producing a surplus of $140 million, the balance of current and capital 
account transactions led to a $4 million reduction in official monetary assets, 


Sales of Canadian new issues to non-residents at $563 million continued to be the major factor 
contributing to the net inflow of long-term capital during the quarter, Inflows for direct investment | 
declined sharply to $95 million from the unusually high level of the previous quarter while there was an 
influx from transactions in foreign securities for the first time in almost six years as Canadians 
reduced their holdings. Sales of new issues are taken into the balance of payments at the time of f 
delivery. The effect of adjusting actual long-term capital inflows to reflect the timing of security | 
offerings is given in the accompanying statement which shows that deliveries were in excess of offer- 
ings by over $150 million during the quarter, However the $803 million balance of offerings undelivered, 
at the end of the quarter was still exceptionally high. i 


Capital Movements in Long-term Forms Capital movements in short-term forms 
gave rise to an enlarged outflow of $749 million. 
Adjusted to The reduced outflow of $233 million to augment 
: Actual reflect timing Canadian holdings of bank balances and other | 
aoe inflow of security short-term funds abroad was still a significant 
offerings factor in the total. However the largest con- { 
millions of dollars " tribution came from movements amounting to a net | 
outflow of $427 million in the category des- 
LOGE avis. ote ccstets eveve + 1,347 + 1,599 cribed as "all other transactions" (which in- 
16 Sitievawsuchseovensteter tie + 1,590 + 2,142 cludes changes in loans and accounts receivable | 
and payable as well as transactions which have 
T9GO2 Pe OS neces § see eile czy als) not yet been identified). | 
IE OY oo.0 + 742 oT O00) 
Ht O) Anos od a ovloi0) eS OV Foreign currency transactions through 
IN 10) Goclaac sp SANS. sp Qhiky/ the Canadian banking system in the third quarter 
continued to be a particularly important element 
1969 1b 0) 460840 He 49 + 604 of short-term capital movements giving rise to | 
ELM OY a4 + 481 + 455 a total outflow of $122 million. While the net 
Win Ob Faoaor ap (O)5 ap ANByS' spot holdings by the Canadian chartered banks of 


foreign currency claims on non-residents rose, 

on a transactions basis, by the $122 million 

mentioned above, those on Canadians declined by 
$371 million to produce an overall decrease of $249 million. Claims on residents of the United States 
and overseas countries rose by $276 million and $227 million respectively while liabilities to these 
areas decreased by $56 million and increased by $437 million respectively. Foreign currency claims on 
Canadians were increased by $10 million while liabilities rose by $381 million. (Swapped deposit 
liabilities to Canadian residents rose rapidly at the beginning of July to reach a peak of almost 
$1,720 million in mid-July when a temporary ceiling on this type of deposit was requested by the Bank | 
of Canada. Following this request these holdings declined erratically to $1,637 million at the end of | 
September some $150 million above the level three months earlier.) Thus the net decrease of $249 
million in foreign currency assets reflects an increase in foreign currency assets of $332 million with | 
residents of the United States and a net decline of $210 million and $371 million with residents of 
overseas countries and Canada respectively. These figures cannot be identified separately in the 
balance of payments presentation in this report but form elements of several of the items. The char- 
tered banks' net spot foreign currency position was short by $271 million at the end of the quarter 
compared with the previous short position of $22 million at the end of the second quarter. In general, | 
however, the overall foreign currency position of the chartered banks, including forward contracts, 
tends to be more stable than the spot position alone, 


Direct Investment 


The net inflow of long-term capital for direct investment in foreign-controlled enterprises in | 
Canada during the third quarter totalled $95 million, This represented a sharp decline from the second y 
quarter figure of $245 million which to a large extent reflected the foreign acquisition of two major 
Canadian enterprises, Most of this quarter's inflow was directed to the manufacturing and finance 
industries, Approximately half of the inflow came from the United States and most of the remainder fror| 
the countries of continental Europe. The net capital outflow for direct investment abroad was also | 
significantly lower than the second quarter's exceptionally high level. Most of this quarter's out- 
flow of $30 million was attributable to investment by the petroleum industry although there were also | 
smaller outflows from mining, financial and miscellaneous industries. There was a net inflow of ca- 
pital into manufacturing as a number of Canadian concerns reduced their investments abroad. About 
four fifths of the net outflow went to the United States, | 
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Security Transactions 


Security transactions in the third quarter resulted in a net inflow of $563 million, or only 
slightly less than the record inflow of $570 million registered for the March quarter. This brought 
the net inflow from international trading in portfolio securities for the first nine months of 1969 to 
the extremely high level of $1,543 million. New issues of Canadian securities sold abroad during the 
quarter produced $563 million, of which $408 million came from the United States and $154 million from 
continental Europe. Trading in outstanding foreign issues recorded a net inflow of $67 million, the 
first in almost six years, Repatriation of outstanding Canadian stocks gave rise to a net outflow of 
some $4 million, 


Portfolio Security Transactions Between Canada and Other Countries 


ee eeeeeeeeeeeeeeeeeseaeaeaesaen 


Net sales (+) or purchases Spat 1968 1969 


(-) by Canadians 


1967 1968 Wwe, @ IV Q iL; JEL WO) IEE. 
ee 


millions of dollars 
Canadian securities: 


MGeseanding = BONdS ...cceesse0 .@ 57 - 69 =" 13 a ap iL - 6 = il 

SEOCISME ucisgiyste ¢ sien oF LA se Tile + 10 iP a2 SH + 44 Sy as 
ING WIISISUICIS. 5 fesccs case. . Sopgeooonoe ae MA SOys ch ibetele) a sy + 366 + 643 + 506 ap S63) 
Retirements ....... KS OCHO YAHOO NG LOS 357 - 395 = 3/ - 114 - 69 - 126 - 49 


Foreign securities: 


itstanding issues ....eeceseae = Oe. A= amece., 5 = Al - 102 - 49 - 6 ar Os! 
ING WMINS SULCIS sai ta ucuei cite eats os. 0 ee cls te. 65 - 70 - 14 - 24 cae lel) - 21 - 5 
Retirements ..... eon atele ecw eee Bek 1S) Gp 27) + 3 + 8 + 2 + 19 + D 
a a eee 
fevels.. all countties ..i..«. + 473 . +:1,113 + 280 + 194 D/O + 410 DOS 
ee rete er ee ee ee ee ae ee ee ES ee ee 
MRCOCMSEACES | occ a e's asic o.0.0 0.6 ete 567 + 665 + 143 + 158 + 316 + 267 + 415 
PoaPAntee CemhGd TO COM wei.c oye WWelete lee oes eveteves 9 > 65a ll - 2 - 7 + 18 + 10 - 8 
EMCEE COUNEE LCS, Bi... 1c his. avele ouac levee S2 us 29 + 459 + 139 + 43 + 236 + 133 + 156 
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New Issues of Canadian Bonds Sold to Non-residents' purchases of Canadian new 
United States Residents issues increased by $57 million to a high $563 
million from the second quarter figure of $506 
Pariod Offer- De- Unde- million, Deliveries of new bonds and debentures 
ings liveries livered(1) rose sharply to $551 million as borrowings abroad 
millions of dollars by corporations and provincial governments ex- 
panded to $171 million and $331 million, respec- 
i! 1,466 1,214 374 tively. These increases were partially offset by 
OS rs 1,907 355 926 lower sales of other new bonds, particularly of 
municipal and railway issues which contracted to 
1968 Obs dre 399 333 440 $44 million and less than $1 million respectively. 
helen Ove 2 caves 348 430 358 Sales of new issues of Canadian equities, at $12 
IDTGIOCO ees Bic 284 ET, 365 million, were also substantially down from the 
IN/ "OAS 876 315 926 exceptional levels of $74 million and $87 million 
recorded for the first and second quarters, 
1969 IE 0) ies 429 374 981 Borrowing by universities, hospitals, and other 
TATA ON Te yene.« 259 285 955 institutions rose to the very high level of $25 
ILIETEO 0) Seeder 245 3197, 803 million, most of which was raised in Germany. In 
total some $150 million of Canadian new issues 
(1) At end of period. (mainly provincial) were placed in Germany which 


thus maintained its recently acquired position as 
Canada's second foreign source of new debt finan- 
cing after the United States. (Statistics published by the Deutsche Bundesbank indicate that borrowing 
by Canada in the German capital market during the first half of 1969 was higher than that of any other 


Nation.) Investment by Canadians in new issues of other countries of $5 million during the third 
quarter was the smallest outflow due to transactions in this class of security since the third quarter 


of 1964, 
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Trading in outstanding securities resulted in a sales balance of $52 million with a net inflow 
of $67 million from transactions in foreign securities being slightly reduced by a $15 million outflow 
from trading in Canadian issues. Geographically $49 million of the inflow came from the United States 
and $7 million from other foreign countries. An outflow of over $4 million was experienced in trading 
with the United Kingdom, 
million from $126 million in the previous quarter. 


Other Capital Movements in Long-term Forms 


During the third quarter the Government of Canada made loan disbursements to other governments 
of $12 million. Geographically the disbursements, all of which were made under the development loan 
program, went mainly to Asia. Slightly more than $2 million went to countries in other parts of the 


world, In addition Canada made a subscription of almost $3 million to an international investment 
agency. There were no repayments of principal on intergovernmental loans outstanding under earlier 
programs, 
Detail of Long-term Capital Transactions n.i.e. 
Item D13 
Export credits (1) 
sass Wheat Other commodities Sub- Ee 
and hotel trans- Total 
quarter ee Repay - has Repay - actions 
Net Net 
vances ments vances ments 
millions of dollars 
Oe Mie oes oie ia fevers ove asees - 91 He Ady Sp aL: - 60 qe SY - 21 ap Oly ap LOL + 268 
WOOO Moraes susie vs 6 6.0 te ars oie - 143 38 ILS qe UKs - 89 + 45 - 44 + 29 - 42 = ts 
1968 I, 0) déo5000000¢ c - 25 aP oUKE qee Syl - 19 ae 2 El Wy + 44 - 15 aN 
Iie Goocadoqcos - 45 ap SH qe - 14 ap NO ee i ep eye cp IN + 20 
IMEIE OQ) odo oucbo od - 45 + 48 + 3 = 25 =e - ll - 8 - 66 - 74 
li -Olng SB eo aaaode - 28 ap BS qe - 31 ap - 22 Sp Hb she 27 a Lz 
1969 1 O) er er.gc.0.0 6 : - 25 ap A) - 5 - 20 a2 ly - 8 =2 13 =m//2 - 85 
IME Ch Actin canoe : a) Sf qe IL - 24 Ee dby/ ap dl - 6 - 30 ae = 25 
TRIBE (0). oy oS Gocco. - 18 ap 2S ae ALG i A ae als = OS cree - 8 


(1) Medium and long-term export credits extended from Canada directly or indirectly at risk of the 


Government of Canada. 


Transactions arising from the financing of medium and long-term export credits extended from 
Canada directly or indirectly at the risk of the Government of Canada led to a net capital inflow of 
$3 million compared to a net outflow of $29 million in the second quarter. This differential between 
the two quarters was largely due to a reduction in advances to and an increase in repayments of wheat 
credits from China. Other transactions on the whole led to net repayments to Canada. 


All other transactions in long-term forms gave rise to a net capital outflow of $11 million 
compared with an inflow of $7 million in the second quarter. Increases in United States long-term 
bank loans to Canadians and other banking transactions were responsible for significant inflows into 
Canada which were more than offset by outflows resulting mainly from insurance and miscellaneous 
government transactions, 


Capital Movements in Short-term Forms 


Capital movements in short-term forms in the third quarter climbed to a net outflow of $749 
million from a second quarter total of $215 million. Short-term interest rates (as measured by three 


The outflow for the retirement of Canadian securities held abroad fell to $49 © 
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month treasury bill yields) again rose markedly in the quarter in line with the Bank Rate increase of 
1/2 per cent to 8 per cent on July 16 and the general international trend towards unusually high in- 
terest rates, (Euro-dollar rates, for example, remained at over 1l per cent throughout the quarter.) 
The yield differential between Canadian and United States treasury bills narrowed from 81 basis points 
in favour of Canada in June to 50 basis points in September, as yields on United States bills climbed 
sharply by 95 basis points during the quarter. A substantial fall in the forward premium on the Cana- 
dian dollar reduced the covered yield differential to 0.89 per cent in favour of Canada at the end of 
September from 2,22 per cent at the end of June. 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 


a 


1968 1969 
Transactions with all countries 1967 1968 oo 
EELSO LV LAO II Q TELE VO 


millions of dollars 


17.1 Bank balances and other short-term 
funds abroad (excluding official 


per eoves in 14.6 ewAR- AAs oe eeu 3 - 286 = 405 - 149 - 158 - 155 - 584 - 233 
17.2 Canadian commercial paper, etc. .. a LIE a 3 —— ape dis - 3 - 3 = a 
17,3 Canadian finance company paper ... - 54 - bey = 336 - qe ISS, ap, fil = 71 
17.4 Canadian finance company obliga- 

SULT 1S eo), ORR ee Se cee eye + 19 - 2 + 34 ay Ae) + 28 Fens 
eye) All other transactions(1l) ...... o¢ DY - Pu - 363 ap Aes: = 345 + 283 - 427 

eo teake Gibco). LAK memset ik lee lt PHO54) ~ = 01265 inc 548 + (84 aa3 2 1 - 205 - 743 


(1) Includes changes in loans and accounts receivable and payable, and also balancing item represent- 
ing difference between direct measurements of current and capital accounts. 


Non-resident holdings of Canadian dollars fell by $6 million during the quarter. This movement 
comprised decreases of $4 million and $3 million, respectively, in non-resident holdings of Canadian 
dollar deposits and treasury bills and a $1 million increase in Government of Canada demand liabilities. 


Canadian holdings of foreign currency bank balances and other short-term funds abroad (excluding 
official reserves) rose by $233 million, less than half the rate of the second quarter. As in the 
previous quarter high international interest rates were probably a significant factor in this movement. 
However it is expected that data which will be available shortly should reveal some movements influ- 
enced by short-term speculative considerations particularly the revaluation of the deutsche mark. 


Non-residents' holdings of finance company paper (including that of the financing subsidiaries 
of manufacturing and retail enterprises) decreased by $71 million after two previous quarterly inflows. 
For the fourth consecutive time other finance company obligations (including borrowings from foreign 
banks and inter-company accounts) resulted in a net inflow, but of a greatly reduced amount - Smit = 
lion, compared with $28 million in the second quarter, Other finance company transactions not identi- 
fied separately have been included with capital movements in long-term forms, notably new issues and 
retirements of Canadian securities, However, such transactions were not significant during this 
quarter, Dealings in commercial paper (including bankers' acceptances) and other short-term paper 
(comprising mainly notes of banks, mortgage loan companies, and municipal and provincial governments) 
led on balance to outflows of $10 million and $5 million respectively. 


All other transactions in the quarter led to a net capital outflow of $427 million. Amounts in 
this category so far identified have tended to produce inflows so that the balance for amounts yet to 
be identified exceeds the net total for the quarter and brings the total outflow for unrecorded items 
for the first nine months of 1969 to well over $500 million. 


Official Holdings of Monetary Gold and Foreign Exchange 


Canada's official holdings of monetary gold and United States dollars totalled US $2,539 
million at September 30, 1969 a fall of US $84 million over the quarter. Part of the decrease had a 
counterpart in Canada's net balance with the International Monetary Fund which increased by US $80 
million in the quarter principally as a result of drawings in Canadian dollars by Belgium and France, 
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To augment the IMF's resources Canada made a loan to that institution in Canadian dollars under the 
General Arrangements to Borrow equivalent to US $25.5 million and also bought gold worth US $6.09 
million with Canadian dollars. 


The quarterly change expressed in Canadian dollars showed a drop in official holdings of mone- 
tary gold and foreign exchange (including working balances of sterling) of $91 million. The increase 
in the IMF balance amounted to $87 million so that in total these transactions reflected a $4 million 


decrease in Canada's official net monetary assets. 


The spot value of the Canadian dollar on the foreign exchange markets improved markedly from 
a low in July of 108,25 cents for US $1.00 to a premium value above the official par value at the end 


of the quarter of 107.91 cents for US $1.00. 


The following statement provides data on foreign exchange rates and certain reserve items: 


United States Dollar in Canada ee Net balance Reciprocal 
holdings . ee 
£ ee with Inter- swap facility 
Period come y national with Federal 
gold and 
: Monetary Reserve 
: Noon United States 
High Low Close Fund System 
average dollars 
Canadian cents millions of United States dollars at end of period 
1968 I} © pooccwo  L1OSEOU 108.09 108.28 108.56 Dye - - 250 
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Note: The total of exchange holdings does not include holdings of the Government of Canada at September 
30, 1969 of $84 million of medium-term non-marketable securities of the United States Government, 


acquired in 1964 in connection with the Columbia River Treaty arrangements, 
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Canada's Accounts with the International Monetary Fund 


Canadian liabilities = IMF holdings 


anadian assets 
: of Canadian dollars 


SS a : Canada's 
Transactions Transactions ore 
Period Subs - PUP Es Net drawings Dee Cashes Other Tota balance 
p Total erip- ; @) of Cana- ee : 
ee Sade assets tions of foreign dian dollars transact- liabi- with 
tion (GAB) fie currencies br tachae ions lities IMF(1) 
hoe, loans by Canada countries 
millions of United States dollars 
1947-1966 740.0 50n0 790.0 605.0 Sy. 3 = 5/93 ola) Bei S 448.5 
HGIOW 9s o3 + 3 - 15.0 HIS - 15.0 Sel: 341.6 AB sae 
MIIG8) 5.0 0cs.0 = 35.10 740.0 =. Sion) SOI, 2 = AL i eg 2 = 2 OCS) SIS (c. 206. 2 
1968 it 9) aya pale) 740.0 - 35.0 426.0 HepB) 739.9 O.1 
ikaL AG, 740.0 = A PAlesK@, 618.9 eZee 
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(1) This is a cumulative measure of the net resources provided by Canada to the IMF including loans 
under the General Arrangements to Borrow(GAB). The Canadian dollar equivalent of the change 
appears as item H2 in the balance of payments statement. Canada's net balance with the IMF, when 
positive, represents its reserve position in the IMF. This may be drawn by Canada virtually 
automatically on statement of balance of payments need, but Canada would then be under an obligation 
to restore its net balance to 25 per cent of its quota which is currently $740 million, i.e. to 
$185 million. 

(2) Sales of Canadian dollars to IMF for gold. 

(3) Dividend payment to Canada. 

Note: The statement is expressed in terms of United States dollar equivalents in accordance with the 
IMF practice. Since members are obligated to maintain the gold value of the IMF's holdings of 
their currencies, from time to time there have been adjustment payments between the IMF and 
Canada in Canadian dollars arising from changes in the exchange rate. These transactions are 
not reflected above because the series are shown in United States dollar equivalents, and do not 
appear in the balance of payments statements because only the change in Canada's net asset is 
shown. The adjustment transactions affect the Public Accounts of Canada. 


First Estimates 


As part of the Dominion Bureau of Statistics programme to make statistics available to the pu- 
blic at the earliest possible opportunity a first estimate of the main aggregates relating to the Cana- 
dian balance of payments for the third quarter, 1969 was released in the D.B.S. Daily of November 18, 
1969. It is expected that this timetable can be maintained in the future. However, it should be noted 
that the first estimates relate only to very broad aggregates and that the current quarterly report 
expands and updates these estimates by incorporating the latest available data, 
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Canada's International Investment Position 


This report includes Tables V to X which will form part of a report on Canada's international 
investment position to be published in 1970. These tables contain data on all principal series for 
1966 and on various components of Canada's investment abroad for 1967. 


Preliminary data indicate that Canada's balance of international indebtedness(1) reached a 
book value of approximately $26 billion by the end of 1968. Long-term foreign investment in Canada was 
approaching $37 billion and other claims of non-residents added more than $4 billion to Canada's lia- 
bilities, Canadian assets abroad had a total book value of more than $15 billion including long-term 


investments amounting to about $9 billion. 


Canada's Balance of International Indebtedness, Selected Year Ends, 1926-1966 


Item 1926 1930 IW By) 1945 1949 a fos) 


billions of dollars 
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Note: For details see Table V. As figures are individually rounded, totals do not necessarily equal 
the sum of their component parts. 


Canada's balance of international indebtedness rose by about 7 per cent or $1.5 billion to 
$23.8 billion in 1966. Although in absolute terms this increase has been equaled or exceeded only in 
the period 1956-59 and in 1965, this rate of growth is about 3 percentage points lower than that of 
the latter year. The rate of growth of Canada's balance of international indebtedness in the sixties 
has averaged about 7 per cent in comparison with rates of growth which ranged between 13 per cent 
and 25 per cent annually in the late fifties. 


Gross external liabilities at the end of 1966 amounted to $37.6 billion or more than double the 
1956 level of $17.5 billion. The increase during 1966 equalled the high absolute rises of $2.4 billion 
recorded for 1956, 1964 and 1965. However, the rate of increase of gross liabilities of about 7 per 
cent in 1966 was lower than that for the two previous years and much below those in the late fifties 
which varied from 9 per cent to 16 per cent, 


In 1966 the book value of foreign long-term investments in Canada registered a record annual 
rise of $2,505 million, or 9 per cent over the 1965 level, to $32,012 million. Nearly 70 per cent of 
this increase was attributable to direct investment which expanded by $1,721 million to $18,929 mil- 
lion, Although most of the increase in direct investment was in manufacturing, its share of the in- 
crease was less as compared to the previous year. Direct investments in petroleum and natural gas 
other mining and smelting and finance were relatively more important in 1966. 


(1) The term includes equity investments as well as contractual borrowings and is used in the broad 
sense generally accepted in balance of payments terminology. 
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Value of Non-resident Owned Investments in Canada, Selected Year Ends, 1900-1966 


Owned by residents of 1900(1) 1914(2) LOLS <2) 1926 1930 [939 
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(1) Estimated by Dr. Jacob Viner, "Canada's Balance of International Indebtedness, 1900-1913", (Cam- 
bridge 1924). 

(2) Estimated by Prof. F.A. Knox, Excursus appearing in "Canadian-American Industry'' Marshall, Southard 
and Taylor, (New Haven, Toronto 1936). 


United States residents continued to expand their share of foreign owned long-term investments 
in Canada, At the end of 1966 this investment amounted to $25,644 million and comprised 80 per cent 
of all foreign long-term investments in Canada. (The corresponding figures for earlier years were 79 
per cent for 1965, 76 per cent for 1961, 75 per cent for 1956 and 72 DerECenteLOGe LOGO.) ss Direc teas 
vestments owned in the United States with a book value of $15,491 million at the end of 1966 repre- 
sented 82 per cent of total direct investments in Canada which was one percentage point higher than at 
the end of 1965. United States investment in other long-term forms were significantly higher at SUORtSS 
million, United Kingdom residents owned $2,046 million of direct investments which was about one per- 
centage point smaller than the proportion they had held in 1965. Other United Kingdom long-term in- 
vestments declined by $13 million to $1,472 million. Long-term investment owned in other foreign 
countries increased by $146 million to $2,850 million at the end of 1966. Both direct and portfolio 
investments contributed to this increase, Ownership of government securities and miscellaneous in- 
vestments declined. 


Value of United States Investments in Canada, Selected Year Ends, 1926-1966 


i 


Classification 1926 1930 1945 1949 1959 


millions of dollars 


Sueoreenvestment’ 0... 54.5 .58e. kk ec ee 1,403 1,993 2,304 3,095 9,912 
Government and municipal bonds .......... 909 1,205 1,450 1,534 2,764 
ether portfolio investments ..\........... 799 1,368 1,106 L¥107 2,242 
Income accumulating investment funds .... = = = 5 321 
Miscellaneous investments ........cceceue5 85 94 130 170 587 

mmrosokeralties:.9.20.i.ole.. oo 00 o 4 3,196 4,660 4,990 5, 906 15,826 


1960 1961 1964 1965 1966 


millions of dollars 


EN 10,549 11, 284 12,901 13,940 15,491 
Government and municipal bonds .......... 2,903 3,049 4, 336 4,618 4,832 
Mener portfolio investments ............. 2,349 2,502 25938 3,423 3,884 
Income accumulating investment funds .... 264 266 42 - = 
Miscellaneous investments .........eec0-. 653 840 1,206 1,324 15437 
ME FAME cl. d sles cies als dwn vie ooo 16,718 18,001 21,443 23,305 25,644 


Sale ts 


Canada's gross external assets increased by $1.1 billion to $13.9 billion at the end of 1966. 
This growth rate of more than 8 per cent is significantly higher than the increase of 3 per cent for the 
previous year, and represents a return to the average growth rate of Canada's gross external assets in 


the sixties. 


The proportion of Canada's assets in the form of private investments abroad continued to be 
small in relation to corresponding foreign investments in Canadian companies, However, private long- 
term investments abroad in direct and portfolio investments during 1966 increased by almost 11 per cent 
to $5,949 million. In 1967 there was a similar rate of increase to $6,596 million. Geographically, 
about two thirds of Canada's private investment are located in the United States, a tenth each in the 
United Kingdom and in other Commonwealth countries and most of the remainder in the European Economic 


Community and Latin America. 


Canadian Direct Investment Abroad, Geographical Distribution, Year Ends, 1965-1967 


ee 
Region 1965 1966 1967 


millions of dollars 


North America (including Caribbean) .. 2 ale 2494 Pgs 
ie setae AN stare Cov evcietcus ohare cramer eucre® tis AE 2,041 Z, £00 Pe NON, 
MGA COM vol elebevelaterers stele e/elelaie cis! eleleiere ets 24 34 32 
BAWAMaSieterctelehelclelenelersie SOD COCODOCbOON 72 83 T2e 
Byeyaniveker GoncoOaobeneoO6 oo 6 Sao 6 Sano 30 bys 65 
Other eoeeeoeeeeeeee ee eoeeeoeveeeweeweeeeeeee @ 154 164 185 

South and Central America ..... sietaterelete 190 214 235 

MUTODE. tos tens everele so cle Sid Yo) ocuel eters, crelececonerers 3 680 764 846 
Urn Cue COmturtersteretenretersre AO GOO OC 482 541 Syl) 
European Economic Community ........ 125 143 191 

Belgium and Luxembourg ........ q0¢ 12 16 yi 
HEBINCS” 5 B666 5600 COCO SD UDODODOOD0OC 43 48 58 
EURO MS Bana da ooo SOO OOO DOE SOO GOO OC 24 27 30 
Ne~necilzinds oeg0ndcopcooDoO OTO.0 O6t 8 14 De. 
West Germany ..... DOoOOUDOGOGNOOdS 38 38 64 
GiaCaleln) CmteNetetPoletetenehersnoleretekerelereiereretsieharetets 20 72,3) 27 
SWaltsZ tall lil CMe Meleteke bet heteteleleleleletenetelrelcielere De. 20 FAN, 
DENS 5 on cod OCOD OOOO OOOH O06 ODD Sil 37 92 

ADI LCA Ts cle estes) e 6 Salels clelevere esse sveketers ele U2 79 92 
SOWA, INROKOR oaoen any AO OBOOCO GOO OtC 32 36 47 
OWNS o6 Gain godoaaHn G0 0.00l06 G00 0O00000 40 43 45 

PGBEEL Be OM cE: yO ORO oe OOLOO.OL 65 66 74 

Australas tae AHO: CHOLERA OO EOPIO OD 141 154 190 
IAN Citigate deme stererencrer stele ohcterer er oheteds chore ei 129 140 169 
Ohl alee. Cesena accia.oor GOODIOOIOO.G.6 oe renenets WW 14 PAN 

Ot als ea otetatetens everett eveters 510 COCR IS 3,469 ey all 4,030 

Developed scountriesm = Lotaleresiss ce) elere 2,891 S502 SHAT, 


Developing countries — ota licen oc sirec. 578 639 ipl 


= Too 


Canadian direct investment abroad at the end of 1967 had a book value of $4,030 million, an 
increase of $319 million over the 1966 figure of $3,711 million. More than a quarter of this increase 
was in the United States and an equal amount in other countries of the Western Hemisphere as signifi- 
cant increases occurred in the Caribbean countries. Direct investment in the United Kingdom, at $515 
million was $26 million lower than the year-end figure for 1966. However this decrease was a reflec- 
tion of the devaluation of the pound rather than due to Canadian disinvestment. If the effects of 
devaluation are abstracted Canadian direct investment in the United Kingdom would have registered an 
increase commensurate with that of the previous year. Devaluation similarly affected the figures of 
other sterling area countries that followed the British devaluation of their currency. Sub- 
stantial increases of direct investment took place in the OECD (Europe) group of countries, Invest- 
ments in Australasia rose by more than 23 per cent to $190 million, chiefly due to increased invest- 
ments in Australia. Although as yet investments in Africa and Asia do not figure prominently in the 
Canadian totals the tempo of Canadian direct investment in these continents seemed to have increased 
in 1967. 


By the end of 1967 the book value of Canadian direct investment in developing countries (as 
defined by the Development Assistance Committee of the OECD) reached $751 million which represented an 
increase of $112 million or about 18 per cent during the year. As compared to 1966, Canadian direct 
investment in developing countries relative to developed countries had increased by two percentage 
points to nearly 19 per cent, 


As shown in the accompanying statement, an attempt has been made for the first time to iden- 
tify separately figures relating to Canadian direct investment abroad in manufacturing and merchandi- 
sing. Furthermore manufacturing has also been subdivided into beverages, non-ferrous metals and 
other manufacturing industries. Industrially, investment in manufacturing was dominant with a total 
book value of $2,340 million which represented some 58 per cent of total direct investment abroad. 

Of the total investment in manufacturing, beverages and non-ferrous metals accounted for 34 per cent 
and 26 per cent respectively. Canadians also had significant interests in utilities including rail- 
ways ($555 million), mining ($324 million), merchandising ($262 million), financial ($202 million), 
petroleum ($186 million) and other investments ($161 million). 


The Government of Canada's foreign assets declined quite noticeably in 1966 owing to a sub- 
stantial decline in Canada's official holdings of gold and foreign exchange. Also, during 1966 credits 
to foreign governments continued their downward pattern, however there were increases in the Govern- 
ment of Canada's subscriptions to international agences while Canada's net IMF position also improved, 
In 1967 the decline in the Government of Canada's foreign assets was slight compared to the previous 
year and was due to a further fall in credits to foreign governments and a decline in the net IMF 
position. Canada's official holdings of gold and foreign exchange and subscriptions to international 
agencies registered increases, 


Portfolio holdings of foreign securities by Canadians are estimated to have totalled more than 
$2.2 billion at the end of 1966. Holdings of bonds amounted to more than $0.3 billion and holdings of 
stocks to about $1.9 billion. During 1966 the increase of Canadian holdings of portfolio securities 
amounted to about 18 per cent. A significant proportion of these holdings comprised United States secu- 
rities which amounted to about $1.7 billion consisting of about $1.6 billion of stocks and more than 
$0.1 billion of bonds. According to preliminary estimates, Canadian portfolio investments abroad had 
climbed to about $2.9 billion at the end of 1968; of this amount stocks comprised about $2.4 billion 
and bonds close to $0.5 billion. 


Non-residents have a substantial equity in Canadian assets abroad through their ownership in 
whole or in part of Canadian corporations having subsidiaries, affiliates, branches or portfolio 
investments in other parts of the world. This equity of non-residents in Canadian assets abroad is 
included as a liability in the statement of Canada's balance of international indebtedness. At the 
end of 1966 about $1.6 billion of the Canadian assets abroad were beneficially owned by non-residents. 


It should be noted that the statistics given above are expressed in book value terms. Market 
values would be substantially different. 


SE. 


Canadian Direct Investment Abroad, Industrial Detail, Year Ends, 1965-67. 


ee nn ae 
Manufacturing 


Non-Ferrous Other Man- Total Man- Petroleum(1} Pease 


Ne ape Metals facturin facturin 
millions of dollars 
All Countries 
NUS SY 34 cea ORO Bate er etadcterel eters - 23 509 783 Pre ONES: 23) sys 
UI Ley  mureey CIAO OXON OHNO ew aicke 767 564 862 2793 182 296 
EDO W/iirere etenetel ete Seen erct ce cuersrate 792 606 942 25340 186 324 
United States 
IOS ais pec Sak Gomme GOO On Oa 558 170 355 OSS 216 34 
THEN GSS ects MOR LEHR OR YC RCNA ONT A 585 189 389 I= f63 159 47 
LOOT EL 5 OL, Hae 603 182 463 1,248 154 36 
United Kingdom 
DOS aareveteke seu exelis vichela coe eueteue Pi 33 ity 146 430 2 il 
OO OResraetsteitiedsisiereresiccs eerste Ty 170 159 480 5 2 
VOCs ste e etetetel el onctstelatels: osclets 146 161 136 443 6 i 
Other Commonwealth Countries 
NOG Sete chase ootete lense everche tle ore oie. 10 40 JESiIe 181 5 Ly 
NOOO Le re-atetel es etsiete ote etelers wie 9 40 ES 9 188 6 147 
KD Geeta tele oa arevatel ocore eh ovenerelioner sta ) 36 149 190 18 17S 
Other Countries 
MOGs roe a teleitene veh ole te cccucwaretel svete s De 148 ILSyt 321 12 81 
EDO Obes tekelets lots evevcl uereiavoeteielensts 22 165 eS 362 2 100 
POG Gein ores clear eleva leleteretaraloten et 38 D2e) 194 459 8 114 
Utilities 
holes Financial Other Total 
Railways (Other ‘Total ising 
Utilities Utilities 
millions of dollars 
All Countries 
96 DIF Bocce sieve televioahe. one Bieler stores sire 302 DS) Sty) 1355 158 136 3,469 
EQ GOT eather eee eee ents ater. eievetets 303 243 546 174 176 144 Senile 
OGY e etic te toc Shoots ceteicte. eterectere 306 249 5\5)5) 262 202 161 4,030 
United States 
LOG Sara wits helene eter tae aterm 4 302 iL 423 109 129 47 2,041 
HO GOwe TE: verte e enen at areve availa ane : 303 27 430 120 138 43 2,100 
UO Gi/ee steve sectote eteielsrey otcrsrei oie Grels 306 134 440 IbSyiL LS 46 25190 
United Kingdom 
LO OS Rit oa steteoars sores Ceneeets Z - 10 10 24 6 9 482 
MOOG: hee haven te ate tetets choca ateh orotate - 9 9 28 8 9 541 
VOCE itive crete are ete soe - 5 5 49 6 5 515 
Other Commonwealth Countries 
MO Owes ster are IC RO ure = 34 34 12 18 66 453 
LOG Gre auerel eens ei eMnWelave laters wet erates - 54 54 18 24 68 505 
LSD OW/iircttePareeeretcre okotein ctarcteieretete' - 49 49 47 54 82 613 
Other Countries 
NOG Mesreve tine ote iieert sk cccpersnc ores - 50 50 10 5 14 493 
HUSA GKS) tactics Basten VNC ROR PIC RERC ICS & - 5S 53 8 6 24 565 
1967 sh avielea hovers oie sucvenereiete. sue A - 61 61 LS 2a, 28 712 


(1) Excludes pipelines which account for most of "Other Utilities" in the United States. 
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TABLE V. The Canadian Balance of International Indebtedness, Selected Year Ends, 1926-66' 


Item 1926 | 1930 1939 | 1945 1957 1958 1959 | 1960 | 1961"}| 1962r | 1963" | 1964" | 1965" | 1966 


billions of dollars 


Canadian liabilities: 
PHPECH ANVieStMGTL, WLLL wakeup epreseret econ aseseteen osc 1.8 2.4 ako Paral Oey 10.9 1D ane 1235/9 LS 14.7 15.4 LS OP a iee.a 18.9 
Government and municipal bonds IX ................ 1.4 owl deed od 2.3 2.6 3.1 3.3 3.4 3.7 4.2 | 5.0 5. 2am 
Other portfoliowinvestment: VIL cavccrses.ceetscenee Ze S22 2a6 2.4 4.1 4.4 4.6 4.6 4.7 Ait 4.7 4.7 Bie 5. 
Miscellaneous investments VIII we... eeeeeeeeeeeee 0.3 0.3 Ou3 0.3 0.9 al 1.3 1.4 Ws 4 1:8 1.8 2.0 2.2 2.3 
Foreign long-term investments in Canada | 
VN eee oe ee ort aed de eae runes Coes eesencanke 6.0 at 6.9 yea! 1.5 19.0 20.9 Baek 23.6 24.9 26.1 27. 29a0 32.0 
Equity of non-residents in Canadian assets 
ADROAG: ore cie setts cacub eGo rnaearscaseesc erste geeneecetaceesrss aye Ke One 0.2 0.8 0.9 P30 ala ala 13 1.4 1.6 IS6 1. Ga 
Canadian dollar holdings of non-residents ...... he a 0.3 0.3 0.4 0.5 0x5 0.6 0.6 0.6 0.6 0.6 0.6 0.6 | 
Gross iapiiGies seas scscee sek asreelese toes 6.4 8.0 7.4 aG 18.7 20.4 22.4 24.0 25.4 26.8 28.1 29.5 31.8 34.3 \ 
MIC Shales See seater eee eee eos Syn) 4.9 4.5 5.4 14.1 To 7.0 18.0 19.3 20.6 22.0 ZO loa a7. ome 
United Kingdom? Dien Pe) 2.6 abate, Sek ew 3.4 eats) S55) a20 Si) 3.6 Sel 3. fee 
Other countries? 0.2 0.2 0.3 0.4 1.5 a 2.1 2.4 2.5 2.6 2.6 2.8 3.1 3. 2a 
SHOReIIN Paviabl GS: Mal Coe te nue cere estes: ies we 0.6 0) fer 1.4 1.6 1.9 PAY Deg S| Sea tls 3. 45 | 
GroSSiLabillGies nee eres Reacreeinessteeetcceee ee 6. 4? 8.0? 7.47 8.2 19.6 7H 5) 23.8 20.6 Pilih 28.8 30.4 32.8 Sore | 37. Gin 
Canadian assets: | 
DIRE CUMNMe SUMEMUS Ville e-rsstessevessvarerenccsctensesesceess 0.4 0.4 0.7 Onn pk Des Qed 20) 2.6 Aso Sane Sao 3.5 } Sqn 
Portfolio investments VII On 0.8 Oey 0.6 eae ie! ez iD 1.4 1.6 aly 1.8 1.9 | 2a 
Government of Canada credits VII = = — On7 1.6 PES HES iNeets: 1.4 Hyco} Digs) ie 1.56; 255em 
Government of Canada subscriptions to inter- | 
ManOnal INVEStMeNt AeNCICS: oaeacsesesete secre — - - — 0.1 0.1 Onl 0.1 0.1 Ord 0.1 0.1 0.1 0.2 } 
Miscelilancousmnvestment? Gevsees teen = ~ - - =O it) Olek 0.1 0.2 N53 0.4 0.6 0. Tek 
Canadian long-term investments abroad ...... 0.9 1.3 1.4 2.0 4.7 4.8 5.0 Das ed 6. 6.4 hel 7.6 ) Siam 
Government of Canada holdings of gold and 
foreign exchange VI - _ 0.5 Jey ee 1.9 1.8 ates Cine, eit 2.8 2.9 2.9) |} 72a 
INGUIIME AD OSUELORG oy. nsgtaccseseshsetetas lec osvrscsceceeaseees = = _ _ 0.1 Ont 0.1 0.2 Oe ae Ont (Qa 0.2 0.4 | O 3am 
Other Canadian short-term holdings of ex- ! | 
CHAISE cea ae aencs semtne eae iianercurvecceceteceteecirere eases: g : = OFet 0.9 Wid) 1.0 deat 10 ihe33 1.8 1.7 ! 23am 
i 
Gross assets? Vas 1.5 1.9 3.9 aw wou 8.0 5 9.1 9.7 10.5 12.0 | 12.5 13.6 , 
Government of Canada holdings of gold, 
foreign exchange and net IMF position ~ _ 0.5 1 Ye 1.9 oO) g9 2.0 2.4 26 Pre | 3.1 | 3.3 } 72am 
TOMLGC GUST AUS Acmneer, cons aruch ecerenneen ee te ener 0.7 0.9 0.9 10 Bal) Sank aie) Sirk 3.8 4.0 Aan 4.7 |} 5.7 | GSGmM 
United Kingdom??? 0.1 (OR al Ded! OnT 1.4 1.4 1.4 ie) 1.5 a6. or QOre me oak 2 iean| 
Other countries** OFS ORD 0.4 Od Wee ie ees eS 1.4 L35 egskes 6 | ao 1.9 3 
Short-term receivables n.i.e (Daal 0.4 0.5 O25 Os) O5. ORO 0.5 0.4 | 0.3 7 Ome 
GrOSS! ASSCUSh ce hoe ee ee ee eee eee 1.57 19? 4.0 Ted 8.2 8.5 8.9 9.6 10.1 10.9 | 12.4 12.8 | 13aoR) 
Canadian net international indebtedness: | 
Netiliabilities:n.caes tee rere 5.1? | 6.5? | 5.5?| 4.2 | 11.8 | 13.3 | 15.3 | 16.6 | 17.7 | 18.7 | 19:5 | 20.3) | 2203 | 23.8 | 
| } 
Government of Canada holdings of gold, | 
foreign exchange and net IMF position] — = Onis) leit, ye |) ak -3.1 | -3.3 |=2aemn 
[OUD SO SUNS SOP nicer copensenccooseceemsees eecotnee 4.0 3.6 aay |lelient 18.4* | 19.3 | 208m 
United Kingdom?? 2.8 (250 i| ale al-6 1.1 | 1.6 | aaa 
Other countries”? AW. |) 0.1 |) =O. al 0.3 2 1.6 136° | 
STONGEPOMMEN Ln as red en een set ean oe 3 0.4 0.6 2. 8* 3.1 3.1 
wall — = = _+___ | 


1 For missing years see Table 12 in ‘‘The Canadian Balance of International Payments — A Compendium of Statistics from 1946 to 1965’’ (DBS Catalogue 
No. 67-505). } 

? Excludes short-term receivables and payables. 

3 Includes international investment agencies. 

* Country distribution not available. i 

> Includes finance company obligations of $0.9 billion in 1964 and 1965 and $1.1 billion in 1966. | 

° Includes medium-term non-marketable United States government securities acquired under the Columbia River Treaty arrangements. 

7 Includes export credits by government and private sectors less reserve against government inactive assets. | 

® Net external assets of the chartered banks of Canada amounted to $370 million in 1926 and $180 million in 1930. \ 

° Excludes Government of Canada holdings of gold and foreign exchange. | 
| 
t 


* Revised. 
* New Series not strictly comparable with earlier years. : 
Note: As figures are rounded, totals do not necessarily equal the sum of their component parts. Roman numerals refer to tables with further detail. 


General note applicable to all statistics of foreign investments in Canada 


Common and preference stocks are included at book (equity) values as shown in the balance sheets of the issuing companies, bonds and debentures art | 

valued at par, liabilities in foreign currencies being converted into Canadian dollars at the original par of exchange. 
Investments in Canadian companies have been classified according to principal activities in Canada. 

oe estments in Canada shown as owned by residents of the United States and the United Kingdom include some investments held for residents of othe! 

countries. 


TABLE VI. Canada’s Official Holdings of Gold and United States Dollars,: 1954-67 


At end of 


1962 1963 


~ millions of U.S. dollars 


Matiumatee tee ton eke ee 2|1,871.5]1, 871. 4]1, 923.61, 867. 7/1, 888. 3] 1, 856.1|1,934.9]/1, 709.4 [2,600.1 |2, 465. 5] 2, 554.1|2, 509.8 |2, 203. | 

GUS cscs 3 }1, 930. 41, 899.5 }1,941.8]1, 921. 4]1, 934. 2] 1, 773.9 ]1, 985. 2|1, 808. 72 12, 691. 6 |2, 533. 9| 2, 480. 1] 2, 341.8 |2, 168. 

dened oe -6 |1, 936.7]1, 903. 5]1, 889.9]1, 888. 2]1, 938. 3/1, 813.0 |1, 924. 3/2, 444. 6? 12, 568.3 12,624. 5| 2,614. 1/2, 244.312, 220. 
mber 6 {1,900.8 |1, 936. 2]1, 828. 3/1,939. 1]1, 869. 2| 1, 829.2|2,055.8]2, 539.42 |2, 595.0 |2.674. 3| 2.664.5/ 2, 235.9 |2, 267. 


* Gold, United States dollars and short-term securities of the United States Government held by the Exchange Fund Account and other government account | 
and net holdings of the Bank of Canada. 


Includes some funds representing special international financial assistance in the form of central bank swaps and/or net IMF drawings. 


ae 


TABLE VII. Canadian Long-term Investments Abroad,! Selected Year Ends, 1926 - 672 


Total 


Private | Government 
Location and year Pe Total Total _long-term | of Canada| Total 
and KOae rte earache) Stocks portfolio |@Vestments} credits 
utilities investment investment} broad 
millions of dollars 
In all countries: 
1926 ae ae aife oa 397 aye sc 493 890 36 926 
1930 a Le a e, 443 - ms 789 1,232 31 1, 263 
1939 249 289 123 10 671* old 208 719* 1,390 31 1,421 
1945 239 337 138 6 720 454 167 621 1,341 707 2; 048 
1947 246 414 155 Hl 822 426 153 579 1,401 1,816 3, 2Lt 
1956 418 1,106 340 27 1,891 785 221 1, 006 2, 897 1,587 4,484 
1957 425 Tal 98 410 40 2,073 811 PASS 1, 068 3,141 1, 560 4,701 
1960. 456 1,482 445 84 2,467 1, 050 265 1315: 3, 782 1,462 5, 244 
1961 484 1, 566 414 132 2,596 1,167 276 1,443 4,039 1,424 5, 463 
1962 455* 1, 769 426 134 2,784 1,370 273 1, 643 4,427 1, 301 5, 728 
1963° 478 1,892 510 202 3, 082 1,426 266 1,692 4,774 1280 6, 059 
1964" 472 2,061 499 240 3) oe 1,504 275 ies) Dy Oow 1,917 6, 568 
1965" 517 2,170 488 294 3,469 1,617 280 1, 897 5, 366 1,495 6, 861 
1966 546 2,367 478 320 Sy (hibit 1, 866 372 2,238 5, 949 1,451 7, 400 
1967 555 2,602 510 363 4,030 2,094 472 2, 566 6,596 1, 406 8, 002 
In the United States: 
BE Miia erc douvrivsaias<sstsietsicuedasnpsae 211 176 21 4 412 380 121 501 913 — 913 
455 317 92 409 864 - 864 
o38L 283 83 366 897 - 897 
1,394 569 84 653 2,047 - 2,047 
1,451 593 118 gual 2, 162 — 2,162 
1,618 827 120 947 2,565 — 2,565 
L244 916 119 1,035 2,759 = 2, 109 
1,786 1, 060 111 Ie algal 2,957 - 2,957 
1,922 1,116 101 L227 |; 3,139 — 3,139 
1, 967 1, 200 103 1, 303 3,270 219° 3, 489 
2,041 1,309 99 1, 408 3,449 187° 3,636 
2,100 iA sy) 143 1,702 3, 802 156 3, 998 
2,190 1 CAS) 188 1,967 4,157 EY 4, 280 
59 AP) 21 43 102 —- 102 
54 26 27 53 107 561 668 
64 26 26 52 116 1, 331 1,447 
139 30 16 46 185 1, 179% 1,364 
72 33 15 48 220 WaT 1,391 
257 26 16 42 299 1, 092% Loo 
288 43 16 59 347 1, 0744 1,421 
344 47 16 63 407 Ooi 1,464 
392 48 16 64 456 1, 039% 1,495 
431 50 15 65 496 1, 059% 1,559 
482 23 15 68 550 1,078‘ 1,628 
541 ol 13 64 605 1, 0594 1, 664 
515 52 1S 67 582 1, 040% 1, 622 
54 7 15 22 76 - 76 
69 7 12 19 88 _ 88 
85 7 11 18 103 = 103 
191 ff PAA 28 219 _ 219 
235 st Py 28 263 - 263 
299 10 18 28 327 35 362 
279 11 30 41 320 30 350 
336 12 31 43 379 25 404 
Sill 12 29 41 418 29 447 
426 13 32 45 471 25 496 
453 14 31 45 498 19 tay Ly 
505 15 29 44 549 27 576 
613 13 PAH 40 653 36 689 
146 102 51 153 299 shal 330 
142 104 36 140 282 146 428 
142 110 ao 143 285 485 770 


1 Figures exclude investments of insurance companies and banks (held mainly against liabilities to non-residents), subscriptions to international investment 
agencies (Table V), and miscellaneous investments (Table V). Figures include the equity of non-residents in assets abroad of Canadian companies (Table V). 

? For years 1949 to 1955 see Table VII, ‘‘The Canadian Balance of International Payments, 1961 and 1962 and International Investment Position’ and for 
es 1958 and 1959 see Table VII, ‘‘The Canadian Balance of International Payments 1963, 1964 and 1965 and International Investment Position’’ Catalogue 

0. 67-201, 

+ Medium-term non-marketable United States government securities acquired under the Columbia River Treaty arrangements. = 

4 Includes deferred interest amounting to $22 million in 1956, to $44 million in 1957 through 1963, to $64 million in 1964, to $83 million in 1965, 1966 and 1967. 

5 Includes investments in Newfoundland prior to 1949. 

© Includes $7 million United Nations bonds in 1962 and 1963, and $6 million in 1964, 1965, 1966 and 1967. 


* Revised. 
* New series not strictly comparable with earlier years. 
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TABLE VIM. Foreign Capital Invested in Canada, Selected Year Ends, 1945-66 
Classification by type of assets and nature of national ownership 


Long-term investments 
in Canada 


A. Owned by all non-residents 


45 | 1960 | 1961 | 1902 


By type of assets 


Bonds and debentures: 
GOW CTIIM CNY Saivsvc. rics csaciyestyexcdsoes-cuyae 
Railways ; 
@CBEH COMDOLALONSK....2-cnscsacerncrncerssoar 


Sub-totals 


stock of Canadian 


Capital 
panies 


Other corporation assets? 


accumulating investment 


Income 
funds 


Miscellaneous investments........... 


Total investments 


By nature of national ownership 
I. Direct investments (controlled 
in country of ownership): 


Bonds and debentures: 
Railways 
Other corporations 


Sub-totals 


Capital stock of Canadian com- 
WANTS Siar cesestowvessseceacsennese 


Other corporation assets? 
Total direct investments 


II. Government bonds.............0..008 


Ill. Other portfolio investments (not 
controlled in country of owner- 
ship): 

Bonds and debentures: 

Railways: 

Controlled in Canada............ 
Controlled in other coun- 
TEICS os Peveressckemuives coronene 

Other corporations: 
Controlled in Canada............ 
Controlled in other coun- 
tries 


Capital stock of Canadian com- 
panies: 
Companies controlled in 
Ca Ca acre mance dane eect erence 
Companies controlled in other 
(COUMURIGS Fara tere easuereecdc seer: : 


Other corporation assets:? 

Companies controlled in 
Cana arene ty 2c aie onset cacite 
Companies controlled in other 
countries 


funds 


MOUS ccsccisncctensocestesesness sues 
IV. Miscellaneous investments: 


Real estate, mortgages, assets 
administered for non-resi- 
dents, private investment 
companies, etc. 


SUMMARY 


Is Direct iInvestMents).....c.cccossucacseeccoess 
Ife Government, bon dStiecwietectctvesecssarers 
III. Other portfolio investments 


IV. Miscellaneous investments 


Total investments. .................00008 


See footnotes at end of table. 


3, 269 
843 499 
561] 2,309 


3,066 | 6,077 


1,662 


3, 194 }10, 480 
548 | 3,965 


= 264 
284 | 1,428 


7,092 |22, 214 


46 
281 


327 


14 
L218 


1,225 


1,860] 7,839 
526 | 3, 808 
2,713 |12, 872 


1,662] 3,269 
795 483 

2 2 

220 809 
60 289 
1,077} 1,583 
1,249] 2,340 
85 301 

16 129 

6 28 

= 264 


2,433) 4,645 


284] 1, 428 


2,713 |12, 872 
1,662] 3, 269 
2,433] 4,645 

284] 1,428 


3, 438 
512 
2, 400 


6, 350 


10, 865 
4, 429 


266 
1,696 
23, 606 


13 
1, 346 


1, 359 


8, 190 
4, 188 
13, 737 


3, 438 


2 
TOL 


263 
1,553 


266 


4, 735 


1, 696 


13, 737 
3, 438 
4,135 
1,696 


3, 737 
4795 
2,672 


6, 884 
11,631 
4,457 


164 
1,753 


24, 889 


4, 739 


Twos 


14, 660 
3, 737 
4, 739 
1,753 


7, 092 |22, 214 |23, 606 |24, 889 


4,207 
483 
2,860 


7,550 


12, 009 
4,681 


123 
Tend. 
26,134 


4 
1,608 
1,612 


9,529 
4, 293 
15, 434 


4, 207 


4, 122 


vit 


15, 434 
4, 207 
4,722 
1,771 


26, 134 


1963 | 1964 


4,682 
509 
3,056 


8, 247 


12,668 
4,373 


42 = 
25037 |, 171 


27, 367 |29, 507 


3 
1,673 


1,676 


3 
1, 567 
1,570 


10, 232411, 111 
4,087* 4,421 
15, 889*17, 208 


4,682 | 4, 965 


505 516 

1 i 
1,141} 1,563 
348 378 
1,995 | 2, 458 
2, 131 2, 122 
305 308 
195 169 
91 106 

42 = 

4, 759 | 5, 163 
2,039 | 2, LT 


15, 889*/17, 208 
4,682 | 4,965 
4,759 | 5, 163 
2,037 | 2,171 


27, 367 29, 507 


3 
1,848 


1,851 


12,072 
5, 006 
18, 929 


5,153 


5, 666 


2, 264 


18,929 
5,153 
5, 666 
2, 264 


32,012 


38 
254 


292 
1,613 
399 
2,304 


1,450 


13 


13 


1, 106 


130 


2, 304 
1,450 
1,106 

130 


4,990 


B. Owned in United States 


2,903 
152 
1, 980 


5,035 


3,049 
174 
2,124 


5, 347 


7,472 
3, 294 


Toe: 
3,654 


264 
653 


266 
840 


16, 718 |18, 001 


10 
1,116 


1, 126 


10 
1,255 


1, 265 


6, 263* 6,579 
3, 160% 3, 440 
10, 549 |11, 284 


2,903 | 3,049 


aly 27 


264 266 


2,613 | 2,828 


653 840 


10, 549 
2,903 
2,613 

653 


11, 284 
3,049 
2,828 

840 


16, 718 |18, 001 


3, 387 
143 
2,402 


5, 932 


3, 869 
151 
2,585 


6, 605 


8, 460 
3, 727 


8, 907 
3, 940 


123 
904 


164 
872 


19, 155 |20, 479 


1 id 
1, 486 


1, 487 


7,093 
3, 426 
12, 006 


3,387 


141 
1 1 
815 


101 
1,058 


1, 259 
108 


263 
38 


164 


2,890) 2,952 


872 904 


12, 006 
3, 387 
2,890 

872 


12,754 
3, 869 
2,952 

904 


19, 155 |20, 479 


4, 336 
158 
2, 786 


7, 280 


9, 446 
3, 469 


42 
1, 206 
21, 443 


1 
1,470 


1,471 
8,177 
3, 253* 
12, 901* 


4, 336 


1, 206 


12, 901* 
4, 336 
3,000 
1, 206 


21, 443 


4,618 
155 
3, 360 


8,133 


10, 090 
3,758 
1, 324 

23, 305 


1 
1,584 
1,585 


8, 810 
3, 545 
13, 940 


4,618 


1, 324 


13, 940 
4,618 
3, 423 
1,324 


23, 305 


4, 832 
196 
3, 858 


8, 886 


11,020 


4, 301 | 


1 
1, 753 


1,754 | 


9,672 
4, 065 
15, 491 


4, 832 


1,437 | 


15,491 | 


4, 832 
3, 884 
1, 437 


25,644 | 


PAS, 


TABLE VIII. Foreign Capital Invested in Canada, Selected Year Ends, 1945-66 — Concluded 
Classification by type of assets and nature of national ownership 


Long-term investments 


in Canada 


C. Owned in United Kingdom 


D. Owned in all other countries 


1961 [ 1902 | 1963 | 1964 | 1265 | 260 


By type of assets 


Bonds and debentures: 


1960 | 1961 | 1982 196 [68 1965 | 1966 


millions of dollars 


Merreniment: wees 2 Pe, 157 127 147 137 121 111 100 108 ae || PAYS 22 7F e188 Bit. |) 236 247 213 
A 316 290 288 264 259 259 262 259 32 57 50 68 73 92 103 99 
Other corporations 116 214 185 178 178 Die 160 158 31 115 91 92 97 98 94 Loy 
BNI NBetE NESE IS Serco Soasie hs Rosacea anesthe 589 631 620 579 558 542 522 D2 118 411 383 373 387 425 444 429 
Capital stock of Canadian com- 
aS es 0 cee Ses GS aasae eben, KE 973 |2,078 2,023 | 2,083 |2,040 |2,098 |2,150 |2,184 133 930 948 {1,088 |1,062 | 1,124 ides} 1, 395 
Other corporation assets?.............00. 103 439 515 509 512 627 624 609 32 232 260 221 229 at 314 399 
Miscellaneous investments ................ 85 palit ae 228 221 209 202 200 69 564 633 653 646 622 645 627 
Motalmnvestments: ..<:..5204..-........25 1,750 |3,359 | 3,381 |3,399 |3,331 13,476 |3,498 |3,518 302 12, 137 2,224 12,335 |2,324 |2,448 | 2,704] 2,850 
By nature of national ownership 
I, Direct investments (controlled 
in country of ownership): 
Bonds and debentures: 
aWAy So. beste: 8 4 3 3 3 
Other corporations . L3 46 38 24 25 
tOLALS ch eee. te iors 21 50 41 27 28 
Capital stock of Canadian com- 
EG TN Soizose5e: Sees oe eee 226: |, 057") 15.072 147-2097) 1, 244 
Other corporation assets? ............ 101 428* 500 470 465 
Total direct investments ...... 348 /1,535 | 1,613 | 1,706 |1, 737 
II. Government bonds? ............0...:ccce 157 127 147 137 121 
Ill, Other portfolio investments (not 
controlled in country of owner- 
ship): 
Bonds and debentures: 
Railways: 
Controlled in Canada ............ 306 285 284 261 256 
Controlled in other coun- 
BTLOS We ewes uty ek oN Le 2 1 1 - = 
Other corporations: 
Controlled in Canada ............ 46 19 3 4 5 
Controlled in other coun- 
HRIGISY Rule: a dere eee nena 57 149 144 150 148 
SENT OCALG Wkecciceicn tere, <c hocwonedte 411 454 432 415 409 
Capital stock of Canadian com- 
panies: 
Companies controlled in 
CEDVTIENG C2) Baie ae oe em ee Bi 691 924 860 787 708 
Companies controlled in other 
PINUPS Boies sone fa aky hess Sanne 56 oF 91 87 88 
Other corporation assets:? 
Companies controlled in 
(CiEy TENS EBs ct BEARER os ee ee 2 5 6 30 36 
Companies controlled in other 
BOMMULLCS me ye sesnccc a cbeepe en tvencdustes - 6 9 9 11 
Total other portfolio invest- 
BROINE Sih saree a coc ap sueiessnesoateers 
IV, Miscellaneous investments: 
Real estate, mortgages, assets 
administered for non-resi- 
dents, private investment 
BOMDA NLC SS OUCs .:c.odecenececannnvitdeens 
SUMMARY 
I, Direct investments .......... : 
Il, Government bonds ........cceececeeeeeees 
IIL. Other portfolio investments.......... 
' IV. Miscellaneous investments .......... 


Total investments.................... 


? For division into Government of Canada, provincial and municipal see Table IX, 
? Includes net assets of unincorporated branches and other long-term investments. 


eee 


TABLE IX. Foreign Capital Invested in Canada, Selected Year Ends, 1945-66 
Classification by type of investment 


A. Owned by all non-residents B. Owned in United States 


Long-term investments 


in Canada by type 
invest t 
ee 1945 | 1960 1961 1962 | 1963 | 1964 1965 1966 1945 1960 1961 1962 1963 1964 1965 1966 


millions of dollars 


Government securities: 


| Dios sri SaWo) suupcceeeacceraee 611 657 788 899 897 880 649 682 382 416 576 695 690 675 486 
PP FOVING I cesce>. pease ne ILS? 1, 743 } 1,862 2, 217 2 DOS, a2 yO2oulmo aid 574 1,544 | 1,641 | 1, 768 Dan 2,469 | 2,729] 3,056 
Municipal ..............06 1,026 1,038 | 1,087 1,091 Lo eAe pL e2oue| Leese 194 977 992 | 1,043 1,047 LoLtT 1, 214| 1, 290 
SUD -COUALS ere ieee cee eer eS 3,269] 3,438] 3, 737 4,207 | 4, 682 | 4,965] 5,153] 1,450] 2,903 | 3,049] 3,387) 3,869] 4,336 | 4,618) 4, 832 
Manufacturing: if 
Veretable products tnc-ause-nsp-«- 268 720 749 787 824 828 891 911 199 551 586 620 654 653 vias! 734 
AIAG EPEOUUC ES Hesamrcessactaeyeaccsess F 61 132 145 149 162 169 194 228 47 118 132 135 147 HS 176 206 
Pie xpilicsi es er taeee ee es e ee 83 141 148 142 145 148 166 180 41 84 93 92 97 99 118 129 4 
Wood and paper products............. 455 1 BGs 1,410] 1, 464 1,545 1 703i) Lsom 2, 195 383 DeUlGaiele azOvel Lees iroas 1,422 | 1,623) 1, 891 ¥f 
TOncanGsprOducis sesssasnererser 319 1, 580 1,647] 1,742 1, 895 WES 2) || Pe OBB Pastels: 297 1, 286 | 1,339} 1,425 oie 1,643 | 1,913) 2,044) 
Non-ferrous metals........ 274 PGs) Pa lsioyl) al aks Ny 1 Ode eo piles 426 209 928 973 992 996 969 | 1,069} 1, 188 
Non-metallic minerals 57 276 286 310 321 314 313 359 48 151 158 162 171 179 185 234 if 
Chemicals and allied products 169 698 768 810 848 1,094 } 1,229] 1,378 124 492 553 584 623 851 994] 1,133 | 
Miscellaneous manufactures ...... 37 98 108 116 122 hes, 150 156 34 92 101 109 115 127 143 150 i 
Sub-totals (excluding petro- i 
leum refining) ..............00000 ib WRB! 6,115 6,446 | 6, 731 7, 074 7, 532 | 8,366) 9,200] 1,382 4, 818 | 5,142 5, 361 5, 703 6, 096 | 6,934 | 7, 709 
{ 
Petroleum and natural gas ............ 160 Seen 4,029 | 4, 384 4, 703 4,799 | 5,192} 5,720 152 3, 184%) 3,444] 3, 662 3,945 3,964 | 4,170] 4,657 | 
. { 
Other mining and smelting ............ 356 1,977 2,094] 2,297 2,347 Pe Of) || Pays tisten |) Pay tad! Pad 1,702 | 1,821) 1,998 2,054 2,115 | 2,199} 2, 463 
Public utilities: [ 
TRAV anys rete eee ene ee 1599 1, 406 1, 366: |) L270 ik, Baul 17-2361) 15038 11,1055 720 479 506 472 476 491 401 427 
Other (excluding pipelines and | 
public enterprises) ............0.. 493 743 656 691 590 605 666 758 374 551 513 557 505 553 619 703 | 
Sub-total Sina.cameee: a eae 2, 092 2,149| 2,022) 1, 961 1, 821 1, 841 | 1, 704 | 1, 813} 1, 094 1, 030 | 1,019} 1,029 981 1, 044 | 1,020] 1,130 , 
Merchandising... aiwecrcmenr ters: 220 872 917 972 1,003 T7109:25)/-1;,1969)) 12297 158 608 629 674 698 739 822 913 


FOIMAD Cll aicsy parcaseteus Me seeet mectoaean se 525] 2,380 | 2,616] 2,688) 2,847] 2,503% 2,875) 3,135 285 1, O87, | 1075) 1, 882" 2033 1,617*) 1,823] 2,040 | 


O(iermCHuGTDISe Suen amase v.ctsesscese cess 70 297 348 366 361 408 483 559 


130 653 840 


Miscellaneous investments............. 284 1, 428 1,696} 1, 753 eer 2,037 | 2,171 | 2, 264 


Total investments .......00. 7, 092 | 22, 214 | 23, 606 |24, 889] 26, 134] 27, 367 bs, 507 |32, 012 | 4, 990 | 16, 718 |18, 001 


C. Owned in United Kingdom 


millions of dollars 


Government securities: 


Dominion - 48 50 48 34 21 10 7 44 181 
Provincial 45 47 67 60 58 61 62 73 5 41 
WMiuniiGipall eeeccce.s Hele 32 30 |. 29 29 29 28 28 6 17 
SUstOUALS reer e- este eee 157 127 147 137 121 111 100 108 55 239 
Manufacturing: 
Vegetable products ..........c.0000 66 iy 136 136 153 158 152 Gy 3 32 
Animal products «.............. , 6 8 Wl uf 8 6 8 9 8 6 
Textiles .. pe or Pict 5 38 55 53 48 46 47 44 47 4 2 
Wood and paper produ 64 167 174 188 182 244 233 246 8 32 
Iron and Products Ge........-. ae 12 201 209 209 206 203 204 200 10 93 
Non-ferrous metals —.......... Sat 64 188 177 183 184 182 182 189 1 39 
Non-metallic minerals 8 55 54 66 67 49 50 38 1 70 
Chemicals and allied products 36 169 176 183 180 183 187 192 9 37 
Miscellaneous manufactures .... 2 5) 6 6 6 5 6 5 i 1 
Sub-totals (excluding petro- 
leum refining) ........... ane 296 985 992 | 1,026] 1,032 1, 077 | 1, 066 | 1, 083 45 312 
Petroleum and natural gas. ............ W 270* 296 355 380 449 524 542 1 2Aties 
Other mining and smelting ............ 60 152 148 184 161 211 199 209 19 124 
Public utilities: 
yal Wrenyicuerersrectece occ, ieee eee 806 LBS) 699 618 584 560 473 467 73 172 
Other (excluding pipelines and 
public enterprises) .................. 90 125 29 67 
Sub-total sy ecr eben 896 880 102 239 
Merchandising........... eevesseeacssaeee if 214 5 50 
PUIpAM CLAM cus ccrrsatescusveauess-s poate ga: 186 54 324 
OtBerrentenpnlSes: --ecses--caeeee a 6 2 12 
Miscellaneous investments............ 69 564 
Total investments 352 2.137 


Direct investment in Canada 
by type of business 


A. Owned by all non-residents 


= 


TABLE X. Foreign Direct Investment? in Canada, Selected Year Ends, 1945-66 
Classification by type of business 


B. Owned in United States 


1963 | 1964 | 1965 | 1966 


1045 | 1960 ES 1962 | 1960 | 186 196 


5 1966 


| Manufacturing: 


Vegetable products 
| 


EUMAL DIOCUGCtS......sscevedecesessceceaset 


| Chemicals and allied products 


Miscellaneous manufactures 


Sub-totals (excluding petro- 
leum refining) 


Petroleum and natural gas 


Other mining and smelting 


i 


[ Utilities (excluding pipelines) 


648 
135 
122 
1, 064 
1,504 
1,020 
249 
741 
106 


5, 589 


3,534 
1, 549 
289 
804 
1,660 
312 


13, 737 }14, 660 | 15, 434 


691 
140 
124 
1, 098 
1, 584 
1,022 
265 
780 
115 


5, 819 


3,901 
1,686 
294 
859 
1, 769 
332 


738 738 794 822 
153 160 185 211 
127 129 141 155 
1,184 | 11,2897) 1,359) 1,535 
1730 | 19769)" 2,013'| 2,100 
1,034 1,013 || 1, 112') 1,234 
274 267 262 282 
822 LOSS a eh U7) deo 
120 130 148 154 
6,182 | 6,545 | 7,185] 7,810 
#119 42015) 4,580) 5,012 
1, 758 1,915 | 2,018] 2,279 
299 301 306 318 
883 967 | THOS TL, 132 
1, 867 1,596* 1,685] 1,890 
326 364 427 488 


15, 8897117, 208|18, 929 


millions of dollars 


1,191 


141 
215 
358 
147 
198 

34 


2,304 


4, 348 


2, 885* 
1, 348 
224 


501 
1,028 
215 


504 
125 
78 
939 
1,248 
931 
140 
538 
100 


4, 603 


3, 060 
1, 451 
228 
520 
Ae uit 
251 


539 
129 
82 
950 
1,326 
939 
136 
565 
109 


4, 775 


3,277 
1,595 
238 
565 
1, 287 
269 


10, 549 |11, 284 |12, 006 


583 
141 
87 

1, 029 
1, 479 
949 
145 
605 
114 


5, 132 


3,464 
1,666 
250 
586 
1, 394 
262 


12, hen 12, 901*13, 940 |15, 491 


576 
148 
89 
1,078 
1,538 
923 
152 
810 


125 


5, 439 


3, 472 
1,774 
276 
622 
1, 031* 
287 


C. Owned in United Kingdom 


D. Owned in all other countries 


| 1961 | 202 


656 
196 
108 
1, 328 
1, 862 
1, 132 
175 
1, 084 
148 


6, 689 


4, 062 
2,107 
297 
759 
al lO 
400 


1963 1964 [565 | 1966 945 | 1960 | 961 | 1962 | 198 1964 1965 | 1966 


WMerchandising ooo... cccccscsesccssssess 
"Financial DOES OEL OCC REA SPORE eS BREE 
MEIRENCCIDTISCS. ........ccsecsscoseosezeees 
CCULLISN aR es ee Cay ees 
i 
Manufacturing: 
| Vegetable products voces. 60 124 
BNE POMUCTS ©... c-ssecsonccosessse: 3 6 
| SUS ao ee a 26 45 
| Wood and paper products ............ 30 138 
Honvand products ..........cccesecesssoe: 4 185 
Non-ferrous metals .........ccccscc.02.. 8 65 
) Non-metallic minerals ................ 4 38 
_ Chemicals and allied products 19 162 
Miscellaneous manufactures ...... 2 5 
) Sub-totals (excluding petro- 
Jeum refining) ..00.......c.s00 156 768 
Petroleum and natural gas ............ = 208* 
dther mining and smelting ........... 22 66 
Utilities (excluding pipelines) ...... 16 40 
ferchandising ee See 51 208 
inancial feria 98 198 
other BMCMITUSES 5 ...0. 0. ..c0h-scschossesans 5 i, 
EIS re 348 | 1,535 


123 


755 


234 
62 
38 

231 

246 
47 


1,613 


790 


298 
67 
38 

236 

234 
43 


1, 706 


millions of dollars 


146 152 147 151 
tH i) 8 9 
39 39 42 45 
133 192 184 191 
190 185 185 179 
62 59 58 64 
49 31 25 22 
176 177 182 186 
5 4 5 5 
807 845 836 852 
323 390 470 476 
63 104 100 AGE 
33 14 13 14 
244 268 275 283 
222 265 261 248 
45 58 58 62 
1,737 | 1,944 | 2,013] 2,046 


12 


43 


61 


25 


226 


220* 


788 


231 


240 
36 
23 
53 

243 
14 


840 


254 


326 
24 
18 
58 

248 
20 


948 


243 


332 
29 
16 
53 

251 
19 


943 


* Direct investment covers investment in branches, subsidiaries, and controlled companies; the figures are part of the totals in Tables VIII 


261 


339 
37 


11 
77 
300 
19 


1, 044 


and IX, 


251 


1, 255 


269 


1, 392 


— pe = 


Estimated Distribution of Ownership of Net Canadian Long-term Funded Debt, 
End of 1956 and 1966 
Classification by currency of payment 


Distribution of ownership 


Amounts 
outstanding 


United 
Kingdom 


Other 
countries 


United 
States 


1950 | 1966 1956 | 1966 


millions of dollars 


Debtor and currency Canada 


anteed excluding railways: 
Payable in Canadian dollars only?...... OS Ha Se ieee SO eho 0 Onell Oreneul 228 299 28 fi 87 156 
Payable in foreign currencies only .... 343 187 184 - al 187 44 _ 3 ~ 
Payable optionally in Canadian or 

OTE LAN C ULTOMNCUOS sare twat teeecees nee = — — _ = = = =n ef Ae, 


Government of Canada, direct and guar- | | 


UD COCA S: Bie cid cidatactoceeeee obs nea acsines 12,886 | 17,436 | 12, 384 | 16, 787 340 486 72 7 90 | 156 


Provincial, direct and guaranteed ex~ 
cluding railways: 


Payable in Canadian dollars only ...... he, AO 78) OF G2 2 De 8,789 68 280 38 60 I) oo 
Payable in foreign currencies only .... 694 2,748 1 6 (Sore | PATO 1 12 _ 9 
Payable optionally in Canadian or 
LOVETEM ECU CNCISS eee ioe eren ameter: 283 UE 16 19 261 55 6 1 a _ 
SubzlOtal'S yi... descents ee ea 4,050 | 11,985 2,969 8,814 | 1,021 |3,056 45 73 15 42 
Municipal: 
Payable in Canadian dollars only ...... iao33 4,666 Gas 4, 390 73 242 27 24 5 10 
Payable in foreign currencies only .... 395 1,042 _ 5 391 11,029 3 3 1 5 
Payable optionally in Canadian or 
OMEN UMNO WIA ENOTES oo ncaoaecnnceccpuccocoonesces 73 eyes: 21 13 47 19 5 1 ~ — 
Sub-total Say ont ee hee. sere res 2,301 5, 741 1, 749 4, 408 511 | 1, 290 35 28 6 15 
Railways: 
Payable in Canadian dollars only ...... 868 is Dae 845 a5 8 41 8 14 7 lid 
Payable in foreign currencies only .... 427 444 1 BY 139 155 285 245 | Z ee 
Payable optionally in Canadian or | 
POLEMET VCUren C LOSee in eres teees 4a) ies 119 _ 64 — 30 a 5 — es ~ 
Subsfotaligh <i scone terest heeds cones 1,414 2,001 910 1, 447 182 196 296 259 26 99 


Other corporations: 


Payable in Canadian dollars only ...... aon LOR 34. 8, Gobel) 69) 184 306 | 1,004 Nays 150g) ae 96 
Payable in foreign currencies only .... 847 3, 000 WS) 144 rojas |} 2h te327 7 9 8 12 ‘ail 
Payable optionally in Canadian or 
Lorelei CURLONCIER. a1 wcker ik. woes, 150 45 46 18 83 27 8 = jet - 
SUD3CO CAL Swe ye eek ok ee dt ete, 5,210 | 13,479 3,714 | 9,346 | 1, 2527/3, 8587 | 172 158 a 117 


Total bonds and debentures: 


Payable in Canadian dollars OnLy. fee 22,050) | 43, 067 217 380") 405575 (35 PLooo 256 254 161 Se 
Payable in foreign currencies only .... | 2,706 Tegie2 £99 MO We SRGRTE Noy SK, 342 269) j, 18 o7 
Payable optionally in Canadian or | 
LORE LANEGUIMEN CLES $2... cues cote cee 625 53 147 50 | 426 101 oe 2 30 _ / 
LOCALS. 2 eer ee ee 25,861 | 50,642 | 21,726 | 40, 802 | 3,306 | 8,886 | 620 525 209 429 
1956 1966 
“exc iudesatreasury, DUS andmmotee. 6... ho: ee. Ge ee ee ee et ea 1,575 on Pee 


adiandollars onlieiw:...waies son eA as Aes | Se Se ee 4 3 
Payable in forelem cirremeies Gil yy cc 8csoecesse teeter ns archeies e-em aie 154 144 
Payable optionallyunCanadian-om foreien currencies) =) tee see ee 39 = 

BS ess cileslst ei cose weed etoase Saasshanak clan tech aau at cocle ties Oe ee ote ee 197 147 
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Summary of Current Transactions with the United States, United Kingdom, Rest of 
Sterling Area, Other OECD Countries in Europe and Other Countries 
Third Quarters 1968 and 1969 and Changes between the Periods 


ee 


1968 1969 Change 1968 1969 Change 


millions of dollars 


All Countries United States 
Merchandise exparts (adjusted) ......... ieee SRO 42 3,682 + 340 2,199 202 + 363 
Merchandise imports (adjusted) .......... Be 2,859 3. 316 + 457 2,019 2,283 + 264 
Bavenee On merchandise trade ....¢3.e665.. 3 + 483 + 366 i by + 180 + 279 + 99 
Other current receipts ....... ce eiete alee cle 243 1,308 + 65 905 968 + 63 
ener current payments 22.06.6668. acre eer 1h 393 1534 + 141 929 1,002 + 73 
Balance on non-merchandise transactions ... - 150 - 226 - 76 - 24 - 34 - 10 
BoOtalereceipts ..%...- OROR IRON Aer RAROL eres oie 4,585 4,990 + 405 She, INO 35,030 + 426 
ea Me DAVINGTLS™ ss seo Se keh oe els eee beet te. Bi NSP, 4,850 + 598 2,948 SASS) + 337 
imssentnaccount balances... .< >...» << Seti oes + 333 + 140 - 193 + 156 + 245 + 89 
ae Ee ee ee ee ee eee 
United Kingdom Rest of Sterling Area 


Merchandise exports (adjusted) ............ B23 271 - 52 165 174 se OM, 
Merchandise imports (adjusted) ......... ators 161 215 qe Sys 130 168 sy) She 
Bemence on merchandise trade ....0.....080. a8) OZ + 56 - 106 aye ahS) a7 4G = 29 
Bem GULTeNt: TECEL Pts? % ici. e ie eein'e bos 0/0 Bie tete 100 ipdeal ae dbl 66 65 - Wy 
BEher current payments .......00ess ce atoretoite'te 150 164 4 Syl 49 - z 
Balance on non-merchandise transactions ... =e () - 53 - 3 ae tks eG + iL 
Mera Decei pts. wc... e 8s fo tan te Yoo No vatolle'toiteite to:iei's O23 382 - 4l 2 239 ap (8) 
motal payments ........ nh CRCPOIDE EEN Ohba’ siete sees Syilil 379 + 68 181 BAG + 36 
See er coounty balance 275.4... 6258... eke + 112 Ti - 109 + 50 apy BY - 28 
a a ee 
Other OECD (Europe) Other Countries 


Merchandise exports (adjusted) ............ 283 308 ape 2S 372 367 - 5 
Berchandise imports (adjusted) ........00. 235 283 ae Ake! Sl 367 sys! 
Balance on merchandise trade ........ecee0. + 48 + 25 - 23 ap aie: ~ - 58 
mrner current receipts ......s... Coretst esd 81 80 aia ee | ot 84 =f 
memeracttrents payments v4.66 scs sce cse tess 181 221 + 40 82 98 + 16 
Balance on non-merchandise transactions ... - 100 - 141 - 4l = 9 - 14 ees: 
Geral receipts ....... eNeltelteRey'el sla) <\ ei e¥etetev el he eee, © 364 388 + 24 463 Ley cll 
Met epavments i860. Slee. sce ateteteve cs 26 ole 6 416 504 + 88 396 465 + 69 
See ACCOUNT balance’. .t.....silesssscees = 52 - 116 - 64 + 67 - 14 - 81 


Note: Exports of goods and services as published in the National Income and Expenditure Accounts exclude 
inheritances and immigrants' funds and personal and institutional remittances. Imports of goods 
and services include withholding tax and exclude inheritances and emigrants’ funds, personal and 
institutional remittances, official contributions and pension payments, 
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Summary of Current Transactions with the United States, United Kingdom, Rest of 
Sterling Area, Other OECD Countries in Europe and Other Countries 
First Nine Months 1968 and 1969 and Changes between the Periods 


1968 1969 Change 1968 1969 Change 


millions of dollars 


All Countries United States 
Merchandise exports (adjusted) .......... oe O71 10,956 + 1,085 6,584 dy Oe + 1,103 
Merchandise imports (adjusted) .......... oe 753 LOe2 50) Fo 17497 6,402 75398 +... 996 
Balancemonamerchandises Erhadeure memes ons atcn: ap dE ike! + 706 ND + 182 + 289 ae 107 
Dbler  currenia TeCel plies. dun: fee sae hs 25/00 5, 02 2G 1,890 2,086 im -L96 
VOEher current paymMentSe. «cf o-ins a sickelel sue ole lt 38/97; NT Gp Shel. 2,626 2S) Se 209 
Balance on non-merchandise transactions —6 1,052) gee 15156 =. 124 - 736 - 749 = ts 
POG TO COLP.ES eats wc cNeeone te late ps0 aot peeetage 4 Sa ; 12,636 I O77 sp ical 8,474 SISTETES: + 1,299 
POAL, PAVMONES: x6. 2... at denc abe tes) ahe< + ees Ep oieiee 125550 wpl4e G27" + 1 S77 9,028: 10,233 1205 
Current account. balance 252. osamee woe + 86 - 450 S050 - 554 - 460 + 94 
United Kingdom Rest of Sterling Area 

Merchandise exports (adjusted) .......... 938 851 = 87 466 470 x 4 
Merchandise imports (adjusted) .......... 501 620 meer 119 Syl 7/ 414 + 97 
Balance on merchandise trade) foo... +. 2 £37) sh Qi@\5] = 206 + 149 + 56 - 93 
OEMEHVCURHENe MeCeIptSer. vrcitee mera rere 276 328 + 52 161 ys + 14 
Other current. payments. sss.) ee see oes 353 388 Ale 35 141 163 ae 29 mi 
Balance on non-merchandise transactions - 77 —aGOn oe 17 2.0) a Ey) = 8 

t 
RO Ae LE COLD IES shal euereiacconri es eicea oesieie ge mucnerear oie 1214 1,179 = 35 627 645 + 18 
Eoal DayMenticns.wihercubeutee ses tere eee oes ae 854 1,008 + 154 458 Sil 7 + 119 
Cubrent: account. balance ...0..2-0eGn soe: oe 4 360 525 G5) - 189 + 169 + 68 = Ou 

Other OECD (Europe) Other Countries 

| 
Merehand is esexponesmadiusted) merrier 756 884 = 128 ley 1,064 - 63 
Merchandise imports (adjusted) .......... 656 S07). 151 877 DOLL + 134 
balancewonsmerchandise: trade ere eee + 100 + 77 - 23 + 250 + 53 = 197 4 
OEherecurrentsrecelpisemws ete Divi Dil, ae 3 227 218 = oi 
Otierccurrene payments. ..c2 as cytes cee «eas 461 539 + 78 216 sya + 36] 
Balance on non-merchandise transactions = DEG = BOS = 75 fs 7151 - 34 - 451 
CMe BOC ON DDB. 5) Ni date 2 a at bisa veel cera ee 967 1,098 + 131 1.354 1,282 - 728% 
al vera aOR EB coal lebwnes ov ene's araveve dome omen aic i Bea by By 16346, i229 1,093 1263) + 170 
CUEreHie account” balance. as ss ome aes 6 x oe an) 50) - 248 - 98 + 268 + 19 - ° 242 


Note: Exports of goods and services as published in the National Income and Expenditure Accounts 
exclude inheritances and immigrants' funds and personal and institutional remittances. Imports | 
of goods and services include witholding tax and exclude inheritances and emigrants’ funds, 
personal and institutional remittances, official contributions and pension payments, 
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Exports and Imports of Goods and Services, Seasonally adjusted, 1968-69 


er eee ee eee 


1968 1969 
I Q IEIL, IMEI 10) LE 0, Year ib Ore Ose a 


millions of dollars 


Receipts 
Mecehandise exports (adjusted) «0. .cecseccne 35 20093; 308 3,334" 39575 15539 Sieyyfhishe Sialsilld sha 7/716 
fold production available for export ........ SL 28 32 29 120 29 29 29 
Bee CUMCXPCTIGLCULCS: esters 00s 010 s1e, 0,0 016 6 6 60 5 06 0016 241 725) df Ly) 242 992 215 278 266 
Perot ond dl VLGeNdS” ciclc sss .ss 0,0 oe ces sise ec fel 85 94 81 331 97 124 95 
coB Lele. ainkel Glesljoyeubeves Savon. co cioe en CeO CREO 220 223 BaD 229 894 230 230 25 
fimhberitances and immigrants’ funds .......... To 90 109 94 370 87 90 87 
| PeRMOUICE CULLENL LECELDPtS ...ccccccerccesce « Pal 219 JAPA 224 875 248 BSS 263 
Sub-totals, non-merchandise transactions .. 851 902 930 899 Sho Sie 966 1,007 971. 


SME SEC Ricco sees ica veisesvectasetecesvoces 4 1194263 4,264 42474 17,120" ~ 4y°714 "4, 618-4, 747 


| Payments 
| Merchandise imports (adjusted) ....... A onris 2,967" 2,908 3,007 33280 12,162 "3,464" 3° 455..3,,404) 
t 
Gold production available for export ........ - - - ~ - - = = 
See WeMMeCPONGEEUTECS) = ses sie sce goceis sees sees 240 239 278 258 iL Oils 290 Syl 342 
RS anG GIVLGCNGS 5.26 sis sess 508 ss veces oval 337 336 296 1,290 338 346 341 
Freight and shipping .......... Bate waists eit ean 8 228 Vege Be 232 245 937 244 248 246 
Wanheritances and emigrants' funds .......%... 56 58 48 47 209 53 54 45 
| All other current payments (including offi- 
MRSA TOE TOMS )o nis5 4 e064 59/0 06s 6 30 aot 385 397 418 418 1,618 410 426 452 


Sub-totals, non-merchandise transactions .. 1,230 1,263 1,312 1,264 5,069 Sis) «AG SEIS. lah 


DEPUOMCUMicsinawis<syicasccsecesecevsecs te 197 4,171 (47519 4, 544 17,231 4,819 4,850 4,890 


Balance 


Meecuandise trade (adjusted) .<........-005-- + 301 +453 + 327 +295 +1,376 + 264 + 156 + 312 
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merc production available for export ........ + 31 
BEES PCUGELUTES .ciauccesccascvcceccessves t+ 1 + 
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Me Aral yiidands ...+.ssaceicssessseees, = 250 - 252 ~ 242 - 215 =, 959. - 24] = 222 = 246 
MEE SOCERULODING Ceo tiaceracsscsecaeces  - 8 = 9 =- 10 °+ 16 - 43 ene Saar ey ee 
Mheritances and migrants' funds ............ + 21 + 32 + 61 + 47 + 161 + 34 + 36+ 42 
All other current transactions (including of- 
ME MeGnbri butions) .....<0%.+s+eeseess0s  - 174 + 178 - 197-194 -. 743 o- 162. - 170 4188 
Sub-totals, non-merchandise transactions .. - 379 - 361 - 382 - 365 - 1,487 - 369 - 388 - 455 
ee. san sa RRS oe eee at TR OD. me OS ee Fw a ee 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1968 and 1969 are preliminary and data for 1967 are mostly final. 


III IV is II III @ 
millions of dollars 
A Current receipts: 

1 Merchandise exports (adjusted) 2......cccdcaciaasuncwannevrarscncwenne 2,691 3,048 3,087 35k 3,342 

3 Gold production avarlable for GxpOnvas, aeivcs cnet seceacersnsceeee eens renee 26 26 <= 27 32 | 

4 ETA Veh OR ODC LILES owe ess oc rete cee alge Ae 723 166 79 be be 548 — 

5 Interestandudivi ends mise.tew < overt ey ee eeneeeen 64 107 61 78 788 

6 Prelicht aay Stl DULG coerce. crore he tee a ene eee eS 218 222 py. 229 234 

a Inhenitances and immigrants? fundse.... see ene ee eee 104 te) 55 99 ibs! 
11 Adleother eutrent' receipes occ... Eke eo eo 2h) 208 214 220 220 
12 Motal currentereceiptsy ..c.<.cetes ee Re ee ee 4,041 3,850 35051 4,400 4,585 — 

B Current payments: 

1 Merchandise imports:(adjusted) Garden. eee inn. ane nee 25298 bgt eo 2,754 3,140 2,859 

4 Vraveltexpenditures: «004-0 ee le aun eee (eee aaa 298 155 209 258 373 

5 fnterest andidi vider ders. gee oun ee esas cerns ee 280 413 Pasye\ 314 297 

6 |p een fea gue. 24 ao URS) QUI) 0] o) Up 2mie eye = aes ee ae del AR ee oe SC 227 DOES: 193 243 247 

7 Inhteritances and emigrants funds =.:0 3.0.8... cee ee 65 59 47 54 by) 

9 OMMUCTAIECOM ETON LONS a mma e cteee e oe ane ae rte eee 21 29 14 40 50 
11 ANU GRONE NVR G VENDING). aac cese napcntoccknotascaencnvcacenmararenencouanonsabeecccncsan 359 361 369 370 367 
12 Total.currentipayments 0-2... eee ee ee ee ee reese Srcae S967) SV thThS, 4,419 4,252m 

C Current account balance: 
1 Merchandise trad Chas mete. cere so tet crc, tui auhcere see ere eee + 100 + 323 + 263 + 372 + 483 
Zs Other transaction sane xClUGiM Oy by 9 eee ae ocean eee ee ek + 121 a VAG h ee EEG) S SG! = LOG 
3 Offiealecomtributlon Sees aues. coe vane: cance a oee ate hana ener sree rahe 0 Oh Pe LS) re ies By {449} -, 54 | 
4 6 Le See es See aloe See OER A rey Oe Crea ns + 200 ey Lida = 228 aw PSK) + 332 
D Capital account: | 
Direct investment: ! 

i DY YEE OSIM AY COENEN EY « petandacnccannchsan Jee eaceantppnacoo eu mpasedsnect Atos: + 166 + 185 + 20 + 229 + 178 
2 PREC EWES UNM tga DLO AG ecerersraeececte tee ee org aetna arse arse a eee - 34 - 38 - 66 aye ALT - ) 
Canadian securities: ; 

Sil Trade in outstanding bonds and Gebentures ......ccccccecsesseseeserereeeeees = KO} ce - 52 - tl - 13 

See Trade in outstanding common and preference StOCKS o.eceecececeeeess + 29 + 52 + 15 + 34 + 10 

4 INE WHIS SUC Suse: ccc mee dec ar ae Caletii t uh a eu a MR epee trp te + 276 + 424 + 407 + 708 + 452 4 

5 | SETS Wel Raye U Seance § pean cane mee RO OE oh Ge Pearman WA TNT Actin Baas - 49 = he a De ele 0) - 37a 
Gilee al a Morel prise curt tl G8 etalye ch rn eee oe ek re - 144 - 138 - 89 - 129 - 1328) 

Loans and capital subscriptions by Government of Canada: 

9 NOMEN COS SMOUC ois dene seete reste te ccna Reed cee en ee a 9 =n 23) Ss Alt) = 8 - 16) 
10 FY e DAVIMEN CSutON © Aine Cla mane ane een Ce + il + 20 + 2 + 2 iy 
11 Colnmbiaakiv erelreatyenmetae 1. tee see een ae a cee ee men ke = + 44 - - = | 
13 HoNe-temeEcapiltalecransactionS mci. Coser eee ae een nn ee + 87 + 93 + 29 + 20 - 744 

Change in Canadian dollar holdings of foreigners: i 

14.1 DCO SUS Merce rece eccee ere otters tect teers oe ean ey ee ES ee ee + 7 28 he 8 we 4 + au 
14.2 Government of Canada demand liabilities oo. ecccsesseseeereeeeeee - 2 + 11 - 4 - 3 + day 
14.3 CanadivancCreaSunye Dy illcmeee cece eee eee een eee ere =u Ly) = 2 + 23 + 1 + 11 
17 OUNeTRCA DI CaIEMONVCHl et se reeeee rece ater eee ee ts nn ee - 445 = 398 - 696 =. TOS - 548m] 

E Net capital movement (excluding monetary items shown below) in: 

1 Lone eM corms. (OL to-D 1S) tee ee kenge ene a Sa Te + 507 + 132 + 742 + 3605 

2 SHOLU-LEMMetOrnis) (Dla COmD))IN()) mses meety teen eee eee eeaee een eee ee Sty) = Soil - 669 ae) - 532m 

3 gC) Eig Re ae a dec AEP ON Sd el te Pe At Ie Bapae ha Ears Pe §; + 639 - 17 

H = C+E| Official monetary movements in the form of: | 

1 Change in official holdings of gold and foreign exchange ............. 2 55 sei =e 5 1o)S/5) - 4 | 

2 Change in net International Monetary Fund poSition .......c.ccccccccceseeess A. ih + ey Sea Cuil: + 130 + 70 

3 Reciprocal swap facility with Federal Reserve System cece = = =e + 135 + 134 


Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A oe trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 
B the annual reports on ‘‘The Canadian Balance of International Payments’’. 


A tian item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, 
B 11) insurance transactions, and business services. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1968 and 1969 are preliminary and data for 1967 are mostly final, 


1968 1969 Annual totals Four quarters 
ended 
IV I it LiL 1967 1968 September 30, 1969 No 
t millions of dollars I 
A 
Be00)/ 3,469 SatslOs 3,682 IbiL SSK) iL 3}, Sais 14,623 1 
28 31 28 29 le? 120 116 3 
130 90 260 585 ils Shibes) 992 L065 4 
114 83 114 80 295 B31 391 5 
239 201 236 243 830 894 919 6 
85 62 100 109 329 370 356 7 
221 Doll 257 262 863 875 991 11 
4,484 Er lsz 4,800 4,990 15,085 Life 20 18,461 12 
B 
3,409 8). PAS) 3,708 ao 6 NOE 72 262 13,659 1 
73 260 346 468 895 TAOS ia, 4 
386 309 320 299 ke 748 aL 1,290 Se 5 
254 207 260 262 861 937 983 6 
Syl 44 50 5S DiS! 209 198 7 
29 16 48 46 182 133 139 9 
379 390 393 406 1,450 1,485 1,568 11 
4,681 ih USSD By 5 LAS) 4,850 IMSS Sysee IEG AZS TIE 19,108 12 
Cc 
+ 258 + 243 + 97 + 366 + 566 + 1,376 + 964 1 
- 426 = 492 - 374 - 180 + 883 = La 54 = aye 2 
m= 29 5 he - 48 - 46 - 182 = iS\3 - 139 3 
197 - 265 32% + 140 - 499 =) EE = 647 4 
D 
+ 183 + 130 + 245 + 95 + 691 + 610 + 653 1 
= as - 55 - 110 - 30 - E25 - juss = 212 2 
+ 7 + 17 = 6 = ak - Ly = 69 + 7 3.1 
fe 653 eye 3 5/) + 44 - 4 + iL + er2 + 130 3.2 
+ 366 + 643 + 506 + 563 + 1,307 + 1,933 + 2,078 a 
2 kA = 09 - 126 - 49 - 3) - 395 - 358 5 
- 118 758 ane =) 104 a 432 ~ 68 Sn a0 6,7,8 
- 44 =p. UIE ees =e mS - 38 - 78 - sills) 9 
- - + 2 - + 34 + 5 + 2 10 
+ 88 # P « + 44 + 88 + 88 11 
+ 12 =) Reis = pes - 8 + 268 = 13 - 104 13 
- 54 - Ili = 25 ee 4 + 24 + 70 + 64 14,1 
= 27 ae - 30 + 1 Z 4 + ral : 4 14,2 
13 13 a ones ee + 4 + 48 + 18 14.3 
+ 84 Bre yal =. 205 = 743 - 854 - 1,265 aaa Bo Be 17 
E 
| + 356 + 549 + 481 + 605 + 1,347 + 1,590 + hoor t 
+ 178 - 321 =e = /49 - 830 eel 26 = Abe NOW, 2 
at 534 + 228 + 266 - 144 ato Buby — 464 te 884 3 
H=C+E 
+ 315 ens - 168 = 9) res + 604 + 3 : 
rr 22 + 16 + 109 + 87 - 16 - 249 Ts 234 - 
= 2 y 2 = . D S 


CO EE 


‘Notes: D 


A minus sign indicates an outflow of- capital from Canada. 


D 1,2 Exclusive of undistributed profits. 


ees Per t 
D 17 This item includes mainly changes in private and chartered bank holdings of exchange, international money marke 
transactions, loans, and changes in open account commercial indebtedness. It also includes the balancing item 

representing unrecorded capital movements and errors and omissions throughout the accounts. 


H 3 Aminus sign indicates a receipt by Canada. 
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The basic historical record of the Canadian quarterly Balance of Payments with all countries 
(including bilateral transactions) may be obtained from the following publications. 


Catalogue Number Title Price per copy | 
! 
67-505 "The Canadian Balance of International Payments - A Compendium of | 
Statisties £romel94o6etor 1965" efor LOAG to) L9GEy sa eke PS Ebi s oie S250 
67-201 "The Canadian Balance of International Payments 1963, 1964 and 1965 
and International Investment Position", for more detailed infor- 
mation oeoeeeveeevee eevee eeeveeeeeeeeveeeeeevrer eevee eeeevreeeeeeevreeeeovr eevee ee eee @ iL XG: { 
\ 
67-001 "Quarterly Estimates of the Canadian Balance of International Pay- 
ments, ‘Second Quarter 1967 aneviced 1965: Joc ccc « rele osciewies es sinters -50 
| 
67-001 "Quarterly Estimates of the Canadian Balance of International Pay- 
ments, Second Quarter 1969" for revised bilateral data for 1966 | 
and 1967 and for revised clobaly datas for 1960S tinc s sic a aiciate eicteteletereiens .50 ; 


Note: Additional subsidiary detail published regularly may be traced through the successive quarterly 
reports. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


FOURTH QUARTER 1969 AND PRELIMINARY ESTIMATES FOR THE YEAR 1969 


In a year of continuing expansion, resulting in a more than 9 per cent gain in the value of the 
| Nation's output, international transactions in goods and services both demanded and supplied by Canada 
| rose sharply. The total value of goods and services imported rose 13 1/2 per cent, while exports ad- 
vanced by 10 per cent. Reflecting these differing rates of growth in imports and Sores the current 
account deficit in 1969 rose to $722 million, some $662 million above the 1968 level. The major factor 
in this change was the $508 million reduction in the merchandise trade surplus to $868 million. The 
export pattern was severely distorted by the curtailment of supplies from strike-bound industries while 
continued difficulties were also experienced in the marketing of commodities such as wheat. The ex- 
change rate changes for the deutschemark and French franc are not yet thought to have had any noticea- 
ble impact on trading patterns. As an anti-inflationary measure, the timing of tariff reductions under 
the Kennedy Round was accelerated by the Canadian Government and reductions introduced in mid-year have 
had competitive effects for the products of certain industries. Non-merchandise transactions led to a 
| larger deficit of $1,590 million principally due to increased net disbursements on the travel account. 
| The current account balance, adjusted for seasonal variations, was relatively strong in the fourth 


| quarter of the year as the supply situation for exports returned to normal after the strikes experien- 
ced in previous quarters of the year. 


Summary Statement 


1968 1969 
1967 1968 1969 CRE EOE SS SS ST SS 
IV Q TO AE1 Epo, EEE Q LV eq 


millions of dollars 


Merchandise trade balance ............. + 566 + 1,376 + 868 + 258 +239 + 99 + 241 + 289 
Balance on non-merchandise transactions - 1,065 - 1,436 - 1,590 - 442 - 497 - 410 - 208 - 475 
Baacenteaccount balance .3......6..- +. - 499 - 60 - 722 - 184 - 258 - 311 + 33 - 186 
Capital movements in long-term forms .. + 1,347 + 1,590 + 2,162 + 356 + 543 + 483 4+ 624 + 512 
Capital movements in short-term forms we O2OE= 116k o. R675 + 159 - 323 - 226 - 662 - 164 
Net capital movement (1) ..............6. + 519 + 409 + OW Sate LD +220 +257 - 38 + 348 
Official monetary movements(2) ........ + 20+ 349+ Spe Ws mare et = 1638 .0— 54-18 (5s 6e 


(1) Excluding items in final line. 
(2) Change in international reserves and monetary liabilities. 


Inflows of capital in long-term forms increased by $572 million to $2,162 million as new Cana- 
dian issues sold to non-residents rose by $125 million to exceed $2 billion for the first time. Resort 
to foreign borrowing on this scale reflected the extreme tightness in the availability of domestic 
funds and relatively lower interest rates prevailing abroad. The main factor in the increased inflow 
| was, however, the swing in foreign security transactions from an outflow of $468 million in 1968 to an 
inflow of $96 million in the period under review, as Canadian investors, particularly institutions, 
adjusted their holdings in the light of their overall portfolio requirements and current market condi- 
tions. Short-term capital outflows rose by $194 million to reach $1,375 million. Increases in Cana- 
dian holdings of bank balances and other short-term funds abroad produced an outflow of $1,609 million 
as interest rates in the Euro-dollar market rose appreciably above short-term rates in Canada. Inclu- 
ded in short-term capital flows are amounts reflecting movements which have not yet been identified. 
As indicated later in this report the errors and omissions element of the Canadian balance of payments 
during 1969 as currently measured reflects unidentified net payments of about $250 million. In accor- 
dance with past Canadian practice the figure has been included in the account with the United States 
as one element in item D 17.5, covering "all other transactions" in short-term forms. It may, of 
Course, reflect in part transactions which properly belong to other categories. 
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Canada's net official monetary assets increased by $65 million over the year. Quarterly fluc- 
tuations in these assets were not nearly as volatile in 1969 as in the previous year when the Canadian 
dollar came under speculative attack. Speculative interest centred more on the role of gold and the 
strengths of the deutschemark, French franc and sterling. By the end of the year conditions in foreign 
exchange markets generally were settled awaiting the introduction of the Special Drawing Rights system 
of the International Monetary Fund on January 1, 1970. 


The book value of Canada's balance of international indebtedness is estimated to have exceeded 
$27 billion by the end of 1969. The increase of over $1 billion during the year reflected the net 
earnings accruing but undistributed on international investment as well as the financing of the current 
account deficit. Long-term foreign investment in Canada was about $40 billion and other claims of non- 
residents brought the total of Canada's external liabilities to about $44 billion. Canadian assets 
abroad had a book value of about $17 billion including long-term investments amounting to about $9 1/2 
billion. The most recent comprehensive estimates of the Canadian balance of international indebtedness 
were included in the report for the third quarter 1969. 


Merchandise Trade 


Based on generally strong demand conditions in the United States and in Canada, which persisted 
in the face of severe anti-inflationary measures, merchandise trade continued to expand in 1969. World 
trade rose sharply during the year and Canadian exports and imports advanced at a pace more or less in 
line with this development, the former increasing by 10 per cent to $14,886 million, while the latter, 
growing at a rate of 15 per cent, reached $14,018 million. A significant part of the increased levels 
reflected price rises. The export growth rate which fell below that of imports contrasted with the 1968 
performance when exports rose much the faster. As a result of the slowdown in the growth of exports 
and increased growth of imports, the merchandise trade surplus fell by about $500 million to $868 mil- 
lion. Except for 1968, however, the 1969 trade surplus was the highest recorded since the Second 
World War. 


Merchandise Exports 1969 
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A combination of factors contributed to this change. In 1969 exports of metals tended to slow 
down due to the return to a more usual demand pattern following the settlement of labour problems in 
the United States in 1968; moreover supplies for export markets suffered because of prolonged strikes : 
in the Canadian iron, steel, nickel and copper industries in 1969. Sales of wheat continued to declin 
reflecting increased production in importing countries and world oversupply. To meet the increasing 
competition which had driven prices below the International Grains Arrangement minimum, Canadian wheat) 
prices were reduced in the second quarter of 1969. While there was a decline in the relative share of 
exports of crude materials from about 19 per cent in 1968 to 17 per cent in 1969 the share of the end 
products rose by nearly five percentage points to about 37 per cent of total domestic exports. Most — 
of the advance in exports consisted of increased sales of automotive products but substantial increases 
were also recorded for lumber, woodpulp, newsprint, petroleum and various items of equipment. There ~ 
were however significant reductions in exports of iron ore, nickel and copper. On a market basis, ex- 
ports to the United States, France, West Germany, Spain, Sweden, South Africa, Japan, Argentina and I 
Mexico increased, while sales to the United Kingdom, Norway, the U.S.S.R., India, China, Australia and 
Venezuela declined. 
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Merchandise Imports 1969 


Selected imports by source with adjustments for Balance of Payments purposes 


Per ;cent 
of total 
imports 
United United sae aan Venez- Other All (Trade of 
States Kingdom 5. pee uela countries countries Canada) | 


Source 


Europe 
millions of dollars 
IMPORTS (Trade of Canada) HOSS 790 1,124 496 346 Lolse 14,202 100.0 
Of which: 
Motor vehicles, engines 
ANGBPAL ES y misioertereee tee SR 22 95 157 TAL - 1 3,646 25.7 Hl 
Chemicals and chemical | 
DEOUUCES seis steiers sensei) 526 ie 84 10 - 7 662 4.7 
Crude petroleum, fuel 
oil and other petroleum 
beeducts 07 ee 77 2 is sie 345 186 617 4.3 i} 
Fabricated iron and steel 277 35 70 54 ~ 24 460 3.2 a 
Aircraft, engines and 
DALES: ss: eeu aia: speuvieilers Br 26 7 - - 1 401 VI KS: 
Communication equipment 264 18 oH 75 - 6 394 2.8 mf 
Tractors and agricultural 
MANNE Bocaduandocst sly aD, 16 it - - Sill 2.54 
Electronic computers and } 
office equipment ...... 223 12 24 7 - Z 268 Eee, | 
ADJUSTMENTS 
Automotive products ..... - 180 - - - - - =" 180 
Aircraft and other 
equi pmenite cra. wei vie tere - 10 + 27 - - = = + 17 
Other adjustments ....... - 16 - G4 =e, - - - =suie 21: 
IMPORTS (adjusted for | 
Balance of Payments) .... 10,109 813 1,123~ 496 346 1,131 14,018 i 
i 


On the imports side the high level of demand in Canada, the disruptive effects of labour dis- 
putes on domestic supplies, the improvement in the export capability of Canada's suppliers of imports 
and the continuing effects of industrial rationalization particularly in the automobile industry 
gave new impetus to the upward trend in imports. The acceleration of the Kennedy Round tariff cuts [ 
introduced by the Canadian Government about the middle of 1969 to increase price competition and ! 
help check inflationary price rises was also a factor. Imports of automotive products increased briaii} 


| 


| 
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ly though less than exports of these commodities. Although increases were general, the more notable 
of these occurred in meat, raw sugar, petroleum, chemicals, fabricated iron and steel, copper, nickel 
and machinery. Imports from the United States, United Kingdom, France, West Germany, Italy, Japan, 
Australia and New Zealand increased; on the other hand there were reductions in imports from the 
U.S.S.R., Saudia Arabia and Venezuela. 


In 1969 adjustments to recorded trade figures for balance of payments purposes amounted to a 
net addition of about $16 million to exports and a net deduction of $184 million from imports. Ex- 
ports were substantially increased by the addition of progress payments received in respect of air- 
craft being built for a foreign purchaser, however this effect was largely offset by reductions in 
export totals made to reflect automobile interplant selling prices. Import adjustments mainly 


‘represented reductions to automotive totals recorded on a fair market value to reflect automobile 


interplant selling prices and special tooling charges. Additions to imports for progress payments 
on aircraft were largely balanced by deductions representing aircraft deliveries in 1969 for which 
progress payments had been made in the past. The trade balance has thus been improved by about 


$200 million as a result of the balance of payments adjustments. Some details of the Trade of Canada 
totals and the balance of payments adjustments are given in the accompanying statements. A more de- 


tailed description of these balance of payments adjustments to recorded trade figures is given in the 
second quarter 1969 report in this series, 


Export and import prices continued to increase in 1969 the former rising by over 4 per cent 
and the latter by about 3 per cent. Within the three main groups of commodities, the highest relative 
export price increase was recorded in the fabricated materials group principally in iron, steel, cop- 
per and nickel products; the lowest rise occurred in the end products group. Both import and export 
prices for the end products group of commodities increased at the same rate whereas import price in- 
creases in the other two major groups were smaller. The different rates of price increase were most 
noticeable in the fabricated materials group of commodities. 


Non-merchandise Transactions 
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In 1969 there was a deficit of $1,590 million on non-merchandise transactions, an increase of 
$154 million over the 1968 deficit. Total receipts rose by 9 per cent to $4,001 million while total 
Payments went up by about 10 per cent to $5,591 million. The rise in the deficit on non-merchandise 
transactions was due principally to higher net disbursements on the travel account of $178 million in 
1969. Besides such factors as the increase in the number of residents travelling abroad and a rise in 
their average expenditures, higher travel payments to non-residents in 1969 also occurred as a result 
of the increased patronage by Canadians of foreign airlines during the Air Canada strike in the second 
quarter of the year. Rising prices in most of the major tourist centres were also a factor in the 
higher spending levels recorded in 1969. 
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(1) Impending revisions to these data indicate a 


small increase in the overall deficit. Revi- 
sions in component series may be relatively 
more significant. 


Interest and Dividends 
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The higher level of interest rates pre- 
vailing in 1969 exerted some moderating influence 
on the rise in the overall deficit on non-merchan- 
dise transactions. Although higher long-term 
rates on new bond issues increased payments of \ 
interest during the year, the earnings on short- 
term funds held abroad which can be rolled over 
more quickly to take advantage of changing inte- 
rest rates more than offset the higher payments. 
These latter earnings are included in the mis- 
cellaneous income account. 


The net balance from receipts and pay- 
ments of interest and dividends was virtually un- 
changed moving from a deficit of $959 million in 
1968 to $958 million in 1969. A relatively sharp 
rise occurred in income receipts, which increased 
by $75 million to $406 million in 1969, while to- 
tal payments of interest and dividends rising by 
almost the same amount as in the previous year 
aggregated $1,364 million. Interest payments 
continued to rise consistently increasing by $102 
million to $650 million in 1969. More than | 
three fourths of this increase was attributable 
to larger interest payments on bonds of municipal, 
provincial and federal governments held by non- 
residents. The rest of the increase was accounted 
for by the rise in interest payments on corporate 
bonds. Geographical distribution of interest pay- 
ments retained in general a similar pattern to 
previous years although payments to countries of 
continental Europe increased at a faster rate. 

The increase in interest payments was to some ex- 
tent offset by a decline of $28 million in divi- 
dend payments and branch profits. Although the 
fourth quarter of 1969 recorded a $27 million in- 
crease in dividend payments over the correspon- 
ding quarter of 1968 it was not sufficiently large | 
to compensate for reduced payments in the first 
three quarters of 1969 as compared with the same 
period of 1968. Decreased profits of branch 
operations of foreign companies in the second and 
third quarters of 1969 were chiefly responsible 
for this decline as strikes in a key sector of the | 
economy exerted an unfavourable impact on 
earnings. 


Most of the increase of $75 million in 
income receipts was due to a rise in interest re- 
ceipts reflecting higher earnings on both private 
holdings of foreign bond issues and official hol- 
dings of foreign exchange. Further, interest re- 
ceipts were also augmented by the payments made 
by the United Kingdom on the 1946 loan. In 1968 
the United Kingdom had exercised its waiver rights 
under the 1946 loan agreement to defer interest 
payments. In spite of a drop in dividend receipts 
of $16 million in the fourth quarter of 1969 to- 
tal annual receipts exceeded those in 1968 by $13 
million resulting chiefly from exceptionally high 
dividend receipts in the second quarter of 1969. 
Geographically, nearly three fifths of total di- | 
vidend receipts continued to be received from the iy 
United States. The net balance from receipts and | 
payments of interest and dividends accounted for 
about 60 per cent of the deficit on non-merchan- | 
dise transactions, some 7 percentage points lower | 
than in 1968. 


=20n= 


The deficit on freight and shipping transactions increased to $60 million in 1969. Both the 
receipts and payments rose in line with the growing volume of trade but the greater increase in imports 
led to a higher rate of increase in transportation Payments than in receipts. Despite a reduction of 
about 2 per cent in receipts, the surplus on migrants' transfers and inheritances rose by $12 million 
to $173 million. In 1969 there was a reduction of about 12 per cent in the total number of immigrants. 
The effect of the reduction in numbers, mainly from Western Europe, was however partly offset by an in- 
crease in per capita funds brought by immigrants particularly from the United States and the United 
Kingdom. The flow of immigrants and returning Canadians from the United States continued at about the 
same pace as in the previous year. Transfers of funds by emigrants were about 10 per cent less than in 
1968 as the number of Canadians migrating to the United States declined, due in part to the imposition 
of restrictions on Canadians migrating to the United States through the introduction in 1968 of a com- 
mon hemisphere quota and a selection system. The pattern of migration is influenced by such factors 
as fluctuations in the economic, social and political climate in Canada and other countries, changes 
in migration legislation and inter-country competition for immigrants. 


All Other Current Transactions 
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The "all other current transactions" item showed an improvement of $48 million in the deficit 
which in 1969 amounted to $559 million. The 1968 data for this item have been revised to include under 
miscellaneous income new estimates of the earnings of residents on their holdings of foreign currency. 
Receipts of miscellaneous income grew by about 45 per cent reflecting both a further build up in these 
holdings and higher interest rates. As a result the 15 per cent rate of increase of all other current 
receipts, has been more than twice that of the increase in all other current payments. Receipts from 
business services and other transactions increased by 5 per cent to $465 million. Payments of miscel- 
laneous income rose by 14 per cent to $390 million while payments for business services and other trans- 
actions went up by 4 per cent to $855 million. 


At $110 million, gold production available for export was $10 million less than that in 1968. 
The segregation in March 1968 of monetary gold from non-monetary gold coupled with a two-tier pricing 
system has led to changes in the marketing of gold production. The price of gold on the non-monetary 
market which had been at a substantial premium over the official monetary price of US $35 per ounce de- 
clined rapidly in the last quarter of 1969. Factors contributing to this decrease were the rising cost 
of financing holdings of this non-interest bearing asset, the imminent introduction by the International 
Monetary Fund of Special Drawing Rights and more stable conditions in the foreign exchange markets. 


Official contributions which in 1968 had shown the first year-to-year decline in five years, 
resumed their upward trend increasing by 7 per cent to $143 million. A slight decrease in international 
food aid program expenditures was more than offset by an increase in international economic, 
educational, and technical assistance. 
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Current Account Transactions in the Fourth Quarter - Seasonally Adjusted. 


In the fourth quarter of 1969 the current account deficit, seasonally adjusted, fell to $114 
million. This was the lowest quarterly level of 1969 and marked a change in the trend of the current 
account balance which had shown increased quarter-to-quarter deficits since the third quarter of 1968. 
Total current receipts increasing by 6 per cent to $4,936 million rose at twice the rate of current 
payments which increased by 3 per cent to $5,050 million. The downward trend in the surplus balance 
on trade which had been evident since the third quarter of 1968 reversed in the fourth quarter when 
there was an increase of about 66 per cent in this surplus to $280 million. Both merchandise exports 
and imports continued to increase, the former by 7 per cent to $3,911 million and the latter increased 
by 4 per cent to $3,631 million. 


Balances on Current Transactions, The deficit balance on non-merchandise 
Seasonally Adjusted transactions fell by about 8 per cent to $394 
million. The principal positive changes occurred 
Balance in travel, migrants' funds and inheritances and 
Merchandise on non- CUTER ss all other current transactions. At $46 million 
balance merchandise ee: the total improvement in the balances on these 
transactions items amounted to about four times the total ne- 
millions of dollars gative change in the balances of gold production 


available for export and interest and dividends. 
The reduction in the deficit on invisibles accoun- 


1968 ted for about 25 per cent of the total improve- 
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IV Q + 280 - 394 - 114 curb excessive price increases and domestic de- 
Year + 868 - 1,590 - 722 mand a notable féature of transactions between 
Canada and the United States in 1969 has been 
(1) Exports of goods and services as published in the sustained and strong flow of goods and ser- 
the National Income and Expenditure Accounts vices between the two countries. Total receipts 
exclude inheritances and immigrants' funds on current account rose by 14 per cent to $13,207 
and personal and institutional remittances. million while total payments increased by 12 per 
Imports of goods and services include with- cent to $3,917 million. “thus ine Loom thesecune 
holding tax and exclude inheritances and emi- rent account deficit with the United States was 
grants' funds, personal and institutional re- reduced by about 10 per cent to $710 million. 
mittances, official contributions and pension 
payments. At $1,384 million the increase in mer- 
Note: Details of current account items, season- chandise exports to the United States, which in 
ally adjusted, may be found at the back of 1969 reached a level of $10,500 million, was 
this report. about 3 per cent higher than the total increase 


in merchandise exports to all countries. In 1969 

the United States share of Canada's total export 
market rose by three percentage points to 70 per cent. About three quarters of the increase in exports 
to the United States consisted of end products, mainly automotive products. Merchandise imports from 
the United States, representing 72 per cent of total Canadian imports, rose by 14 per cent to $10,109 
million. The increase in merchandise imports from the United States accounted for 67 per cent of the 


total rise in merchandise imports, and as in exports, the bulk of the increase was in the end products 
group of commodities. 
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On non-merchandise transactions the de- 
ficit with the United States increased by about 
6 per cent to $1,101 million mainly due to a de- 
crease in the travel surplus which fell by over 
50 per cent to $91 million. The chief factor 
partly offsetting this negative change was an im- 
provement in the flows of inheritances and mi- 
grants' funds, the balance of which swung to a 
surplus of $31 million from a deficit of $8 mil- 
lion in 1968. 


If the credit from gold production avai- 
lable for export is excluded Canada's current ac- 
count deficit with the United States in 1969 fell 
to $820 million from $912 million in 1968. Net 
capital movements between the two countries produ- 
ced an inflow of $1,042 million, a swing of about 
$1,250 million from the previous year as long- 
term inflows increased by $418 million to $1,502 
million while short-term outflows fell by $835 
million to $460 million. In sum these trans- 
actions with the United States gave rise to net 
receipts by Canada of $222 million. It should be 
noted, however, that the amounts representing 


unidentified items have been conventionally attributed to the United States account. These amounts are 
included in capital movements in short-term forms and were considerably larger at annual levels in 1968 


than in 1969. 


Canada's Bilateral Accounts with the United States and the Rest of the World 
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(1) Excludes gold production available for export shown separately below. 


(2) Includes the balancing item representing the difference in the global accounts between direct 
measurements of the current and capital accounts. 
(3) Change in international reserves and monetary liabilities. 
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In transactions with the United Kingdom the current account surplus in 1969 declined for the 
second consecutive year dropping to $263 million some 45 per cent below the 1968 surplus. Total 
receipts from the United Kingdom fell by 3 per cent to $1,591 million while total payments rose by 15 
per cent to $1,328 million. The deterioration in the overall current account balance was totally due 
to the drop in the trade surplus. Policies of restraint in the United Kingdom, including the continua- 
tion of the temporary deposit scheme applied to imports, together with a scarcity of nickel and copper 
supplies led to a reduction of 10 per cent to $1,119 million in merchandise sales to the United Kingdom | 
from the 1968 record level. Imports from the United Kingdom probably reflecting in part the effect of 
the 1967 devaluation of sterling as well as the speed up in Canadian tariff reductions made in June of 
1969, rose by about 20 per cent to $813 million. The deficit on non-merchandise transactions with the 
United Kingdom was reduced by 47 per cent to $43 million. { 


Current Account Balances with Principal At $866 million total current account re- 
Countries and Areas ceipts from the Rest of the Sterling Area were 


about 4 per cent above 1968 receipts, while total 
current payments increased by over 23 per cent to 


Area 1967 1968 $796 million, leading to a reduction of 63 per 
cent to $70 million in the current account surplus) 
millions of dollars with this group of countries. The balance on non-| 
merchandise transactions remained practically un- 
Umisted! GGA EG Gretel ctelsiene terete - 1,342 a yt changed from 1968 but the trade surplus, due 
| mainly to higher imports, fell by about 77 per 
Overseas: cent to $37 million. There were relatively im- 
United Kingdom ......-...0. ap SEY ap YRS portant increases in imports from Hong Kong, Sin- 
RestvotmSterling sArea 1.) ae ake + 189 gapore, Australia, New Zealand and Jamaica. 
Other OECD (Europe) ...... - 153 - 249 | 
Other Countries 0. eee SF 303 + 314 Current transactions with the OECD 
(Europe) group of countries produced a deficit of | 
PEL SCOUNLELES Staats o o's a0 0 ae 0 - 499 - 60 $344 million, an increase of 38 per cent over 
1968, as total current receipts rose by 14 per 
Ghtese cent to $1,497 million and total payments went up 
1969 in 1969 by about 18 per cent to $1,841 million. A reduc- ' 
tion in the merchandise trade surplus accounted i 
for about 14 per cent of the increase in the de- 
ficit. Virtually all the non-merchandise items 
United States «..-.ccccecece - 710 7 82 showed negative movements in the balance, the 
largest ones occurring in the travel, interest and 
Overseas: dividend accounts. There were relatively signi- | 
United Kingdom ..cesccccee F263 - 215 ficant increases in merchandise exports to France | 
Rest of Sterling Area .... + 80 - 109 (the effects of the devaluation of the French 
OLE} vasa (ONC) (Galepetoysy)) agooas - 354 - 105 franc had probably not as yet been fully felt), 
Ohaaisve” Colwmieatery Acacnaacoc - i oS SHES West Germany, Spain and Sweden, and a decline in . 
exports to Norway. Imports from all the countries 
RUE SCOUNCELES fac cele cccleisleverelove - 722 - 662 in this group increased. 


Mainly owing to a decrease of about 84 
per cent in the trade balance which dropped to 
$49 million, the 1968 current account surplus of | 

$314 million with Other Countries disappeared giving place to a deficit of $1 million. There was a re- 
duction of 6 per cent in total receipts which declined to $1,726 million and an increase of 14 per cent 
in total payments which climbed to $1,727 million. The balance on the invisible trade items worsened 
in total by $52 million, about 54 per cent of which was due to reduce inflows of immigrants' funds and 
increased net miscellaneous payments. Merchandise exports to the U.S.S.R., China, and Venezuela were 
significantly down, the reductions being partly offset by increases to South Africa, Japan, Argentina 
and Mexico. Import increases from Japan and Mexico were relatively sharp. 


Total current and capital account transactions with the United Kingdom and other overseas coun- 
tries led to net payments by Canada of $267 million in 1969, a swing of over $1,600 million from the 
1968 inflow. The 1968 favourable current account of $732 million swung to a deficit of $12 million in 
1969, the first net disbursement balance with this group of countries in a decade, reflecting in large 
part a $650 million reduction in the merchandise trade surplus. Capital movements in long-term forms 
resulted in an inflow of $660 million continuing the upsurge evident in 1968 due largely to new Cana- | 
dian issues placed in Europe. Capital movements in short-term forms however, swung by over $1 billion 
to a net outflow of $915 million as Canadians increased their holdings of foreign currency deposits ( 
and short-term balances abroad. 
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The $45 million difference between the net payments to overseas countries and the smaller net 
receipts from the United States together with the gold production available for export of $110 million 
is reflected in the $65 million increase in net official monetary assets. 


Capital Movements 


Summary 
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1968 1969 
Item 1967 1968 1969 


IV Q TO 1g 0) IITIQ LVR 


millions of dollars 
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(1) Change in international reserves and monetary liabilities. 


The net inflow of capital into Canada almost doubled to $787 million in 1969 from $409 million 
in the previous year. Capital movements in long-term forms led to a net inflow of $2,162 million for 
the year as inflows of approximately equal size occurred in each quarter while short-tem transactions 
gave rise to outflows in each quarter, totalling $1,375 million in the year. About half of this out- 
flow ($662 million) took place in the third quarter giving rise to a small outflow of $38 million from 
all capital movements which was largely offset by a small current account surplus. In all other quar- 
ters total capital movements resulted in substantial inflows which coincided with current account defi- 
cits. Despite the large increase in the inflow from total capital movements in 1969 only $65 million 


was added to Canada's official monetary assets as the year's current account deficit rose more sharply 
to $722 million. 


Categories of capital movements in long-term forms which led to the largest net inflows were 
sales of new issues of Canadian securities (accounting for exceptionally high capital imports of over 


$2 billion), followed by direct investment in Canada and reductions by Canadians of their holdings in 
_ outstanding United States equities (involving a shift in capital movements of over $0.5 billion). The 
_ principal outflows arose from retirements of Canadian securities held abroad, and direct investment 


abroad, which nearly doubled in 1969. 


Capital Movements in Long-term Forms Sales of new issues of Canadian securi- 
ties are taken into the balance of payments at 
Adjusted to the time of delivery. Offerings for later deli- 
Pemiod Actual reflect timing very were significantly down from the 1968 high 
inflow of security but the undelivered balance at the end of 1969 
offerings remained substantial. The effect of adjusting 
millions of dollars the actual inflows to reflect the timing of secu- 
rity offerings is shown on the accompanying sta- 
A esse 6 4165) 400.0 oe OA, + 1,599 tement. 
ls ake ideoieus 0 o.cie + 1,590 Sie’ ag BP 
ET clnia.eve snecece ec CAH Sh + 2,020 Capital movements in short-term forms in 
1969 gave rise to a larger net outflow of $1,375 
ee 0. Oconee «5 5 ge Ge 2 ial Eos million, compared with $1,181 million in 1968, 
TO sa ces sp PER + 660 which somewhat masked very large opposing flows. 
IDO) AeASe + 500 eae ws (eY) The outflow for the acquisition by Canadians of 
TV. On 0.0 00 = senate tafe) = ae ie: foreign currency deposits and other short-term 
funds abroad almost quadrupled in the year to 
Coe ar + 543 + 565 $1,609 million. Partially offsetting inflows re- 
TLE) 6 ates + 483 + 483 sulted from increased non-resident holdings of 
Tet Og ere eka ce +. 624 + 477 Canadian finance company paper and other short- 
de ¢ Pas + 6 5LZ + 495 term obligations. A large year-to-year reduction 


in outflows was evident in the "all other trans- 
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actions" category. This account includes changes in loans and accounts receivable and payable as well 
as the balancing item representing the difference between direct measurements of the current and capi- 
tal accounts. 


The total net capital inflow of $787 million which occurred in 1969 was made up of outflows of 
$520 million represented by increases by the chartered banks together with their domestic customers of 
net foreign currency claims on non-residents, and of inflows aggregating $1,307 million from all other 
transactions. The increase in the banks' net foreign currency claims on non-residents of $520 million 


retlected outflows of $476 million and $44 million to the United States and overseas countries, respec- 


tively. Details appear in the accompanying statement. The banks’ net spot liabilities to Canadian 


Foreign Currency Assets and Liabilities of Head Offices and Branches in Canada 
of the Canadian Chartered Banks, 1967-1969 


Net Transactions Amount 
end of 
1969 
1967 1968 1969 10,69 II Q 69 III.Q 69 IV Q 69 
millions of dollars 
Assets with residents of: 
(Opovitierndl GHECHeGS Foo coo ocEoous 2S 168 815 247 3 25 289 3,316 
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Ganada Merial. sree tateta scrote (b) = OS = 0 ONS 3 Oo 2, 10 48 1,060 
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Towalenon=Lesid en tae : 264 405 1,700 648 383 381 288 4,641 
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felsic: Wrethymesiacy ¢ dLeWagsonas 188 58 lity es ALS 383 - 211 -PLIi3y = 318 
Total non-resident ....... 384 522 520 62 307 122 29 2,120 
Canadawe nts centicin ce sca ste - 466 = 3 OOS //eua— 220 = 5/2 —p SiV/l 132 = 25228 
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Note: 


ations of the Canadian chartered banks. As described on page 14 of the report for the second 
quarter of 1965, the amounts identified as (a) are embodied within item D 17.1 (e.g. this item 


in 1969 led to a net outflow of $735 million, reflecting an increase of $1,252 million in resident: 


holdings of foreign currency deposits with Canadian chartered banks in Canada and a decrease of 
$517 million in the net foreign currency holdings of these institutions); the amount identified 
as (b) is embodied within items D 13 and D 17.5 (e.g. in 1969 as an aggregate inflow of $215 
million). These amounts in sum are equivalent to the $520 million outflow representing the 
1969 increase in the banks' net assets with all non-residents. The transactions figures are 
based on data published monthly in the Statistical Summary of the Bank of Canada, but have 
been adjusted so as to eliminate changes in value resulting from variations in exehauce rates. 
It should also be noted that there is a discontinuity in the above series as gold assets and 


liabilities have been included with the foreign c 
urrency dat 
excluded thereafter. & ney data up to the end of March 1968 and 


This statement shows the effect on Canada's balance of payments of foreign currency banking oper- 


4 


{ 


Se 


ee 


residents climbed by $1,037 million reflecting substantial increases in both swapped and other deposit 
liabilities which were only partly offset by increased claims. Funds converted into a foreign curren- 
cy, usually United States dollars, which have been placed on term deposit with a bank and which the 
same bank has undertaken through a forward contract to convert back into Canadian dollars at maturity; 
other deposits may, from the viewpoint of the holder be effectively swapped through independent spot 
and forward exchange transactions, sometimes termed "split swaps". The rise in swapped deposits so 
accelerated in the second quarter and in July that the Bank of Canada requested the chartered banks to 
limit these liabilities to the then current level of $1,724 million. Following this request Canadian 
resident holdings of these deposits declined erratically to $1,551 million at the end of the year. 
Canadian holdings of other foreign currency deposits were relatively firmer in the second half of the 
year and stood at $1,738 million at the year end. It should also be noted that the banking guidelines 
which were introduced on May 3, 1968 were still current in 1969. These guidelines were designed to 
ensure that the chartered banks would not be a channel for the outflow of funds from the United States 
which impaired the balance of payments position of that country without improving Canada's external 
position. At the end of 1969 the Canadian banks had a net short spot foreign currency position over- 
seas of $318 million and a net long spot foreign currency position in the United States of $2,438 mil- 
lion, which combined with a net short spot position to Canadian residents of $2,229 million resulted 
in a net short spot position of $109 million. In general, however, the overall foreign currency posi- 


tion of the chartered banks, including forward contracts, tends to be more stable than the spot posi- 
tion alone. 


Direct Investment 


Direct investment in foreign - controlled enterprises in 1969 gave rise to a moderately higher 
net capital inflow of $625 million, as sharply lower inflows from the United Kingdom were more than 
offset by higher investment from the United States and other countries. About 70 per cent of the year's 
inflow came from the United States, and two fifths of it occurred in the second quarter. 


By far the largest part of the inflow was allocated to the manufacturing and petroleum and 
natural gas industries. Capital inflows for the takeover of existing Canadian enterprises, notably 
ones engaged in the manufacture of food and beverages, forest products, electronics and steel, in as- 
bestos production, finance and life assurance were substantially higher; the foreign investment in 
Salada Foods and Canadian Breweries, and the reverse flow for the repatriation by Canadian interests 
of Laura Secord being especially noteworthy. 


The net outflow for direct investment abroad during 1969 reached a high $255 million, or nearly 
double the 1968 outflow of $135 million. About three fifths of this investment was in the United 
States, a fifth in Europe, and the remainder chiefly in other Western Hemisphere countries. The out- 
flows, about half of which occurred in the second quarter, were directed to a wide variety of industries. 
Investments in manufacturing of food and alcoholic beverages, mainly in the United States, were particu- 
larly important, accounting for half of the total outflow and providing further evidence of diversifi- 
cation by tobacco products manufacturers. Investments in the steel and petroleum and natural gas in- 
dustries in the United States, and shipping and air transportation in the Caribbean, also reached 
significant proportions. 


Security Transactions 


At $1,841 million the net inflow from portfolio transactions in long-term securities in 1969 
reached unprecedented proportions. It was 65 per cent higher than the 1968's record of $1,113 million 
and almost three times the previous high of $645 million registered for 1964. The two main elements 
accounting for the size of the 1969 inflow were the continued high level of sales of Canadian new issues 
abroad, which exceeded $2 billion for the first time, and a sharp turnaround of over $0.5 billion in 
trading in outstanding foreign securities. The net inflow of $113 million from transactions in foreign 
securities, which ended five years of successive annual outflows, totalling $1,252 million was largely 
attributable to transactions in United States equities. At a time when stock market prices were de- 
pressed in Canada and the United States, Canadians became net sellers of these securities (to the ex- 
tent of $124 million) for the first time since 1963. 


Buoyant economic conditions and exceptionally high interest rates, both in Canada and abroad, 
had a far-reaching impact not only on stock market conditions, but also on the demand sources and type 
of financing adopted by Canadian borrowers. Canadian interest rates, already at very high levels at 
the end of 1968 continued to rise throughout 1969. In late December the yield on the index of 10 long- 
term industrial bonds produced by McLeod, Young, Weir had reached 9.29 per cent. Canadian borrowers 


Sales 


Portfolio Security Transactions Between Canada and Other Countries 


Ng ——— 
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took advantage of the relatively lower rates abroad by continuing to raise large amounts of capital not 
only in the United States,but, for the second successive year, in Germany also. (Of interest in 1969 
was the entry of municipalies into this market, which had been utilized almost exclusively by more se- 
nior governments and their agencies in 1968.) Provincial governments again borrowed heavily in Germany, 
so that inflows from new issues of Canadian securities in continental Europe rose from $491 million in 
1968 to $535 million in 1969. 


Net inflows from the United States almost doubled in 1969, and, at $1,225 million, exceeded net 
inflows from all sources for 1968. The significant change took place almost exclusively in trading in 
outstanding foreign securities. Transactions with residents of the United Kingdom gave rise to an in- 
flow of $44 million, ending ten years of consecutive annual outflows from portfolio security transac- 
tions. 


New issues of Canadian securities abroad gave rise to inflows of record amounts in 1969. At 
$2,058 million proceeds were in excess of $2 billion for the first time, and some 6 per cent above the 
previous record of $1,933 million set in 1968. A slight decline in the sale to non-residents of new 
bond issues to $1,861 million was more than offset by increased sales of new common and preference 
shares (to $197 million or more than treble the 1968 level) as more corporations apparently sought 
this means of avoiding the high costs of servicing debt issues. The sale of new bond issues of 
the Government of Canada declined sharply from $290 million in 1968 to $34 million, but new corporate 
issues were only moderately lower at $547 million and sales of all other new issues registered gains. 
Provincial government issues raised significantly higher proceeds of $1,065 million. 


Increased borrowing in continental Europe, a trend first apparent in 1968, continued in 1969 
prior to revaluation of the deutschemark. Municipalities (including educational institutions and hos- 
pitals) became large-scale borrowers in Germany for the first time with new issues amounting to $90 mil- 
lion, compared with $22 million in 1968. Governments at all levels obtained considerable funds from 
Germany, and were responsible for $467 million, or 87 per cent, of total proceeds of $535 million re- 
sulting from new Canadian issues in continental Europe. 
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New Issues of Canadian Bonds Sold to Total bond offerings of $1,180 million to 
United States Residents residents of the United States were 38 per cent 
| less than in 1968. It should be noted that a por- 
| ee Offer- De- Unde- tion of new Canadian issues placed with United 
ings liveries livered (1) States underwriters (and included here in United 
| millions of dollars States figures) is sometimes resold to residents 
| of other foreign countries. On a quarterly basis, 
MEIOT wecvceece 1,466 1,214 374 offerings remained fairly stable, although they 
MEIOS secs eee 1907 i rae Bs 926 declined progressively over the year. Deliveries 
(1969 weweeeeee 1,180 L322 784 outstripped offerings for the year as a whole, 
| thereby reducing the level of undelivered issues 
mv0S = =o QQ nee 399 333 440 from $926 million at the beginning of the year to 
TiO ss. 348 430 358 $784 million by the year-end. 
EL Ques « 284 2h 1 365 
InP O) Bac 876 315 926 Retirements of Canadian securities held 
by non-residents fell in 1969 to approximately 
Mota tT Q oe SO 370 948 $375 million, compared with $395 million for the 
/ TT QO aere 296 296 948 previous year. Retirements were substantially 
| IIRL Oy Sai 256 403 801 less in 1969 in the corporate sector (including 
UV IOs. 236 223 784 railways not guaranteed by governments), while 
retirements of municipalities and the federal gov- 
(1) At end of period. ernment increased. The sale of new issues of 


foreign securities in Canada was substantially 
lower than in 1968. The net outflow totalled $43 
million in 1969, compared with $70 million in the previous year. New issues by the United States and 
other countries accounted for outflows of $27 million and $16 million respectively. Retirements of 
foreign securities held by Canadians were recorded at $26 million, showing little change from the $27 
million inflow in 1968. 
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A sharp turnaround in international capital movements arising from outstanding security trans- 
actions resulted in a net inflow of $175 million in 1969. This represented a swing of $557 million 
from the $382 million net outflow in 1968, and ended seven years of successive annual outflows totalling 
almost $2 billion. The major part of this change was attributable to transactions in United States 
jequities, which gave rise to a net inflow of $124 million in 1969 compared with an outflow of $384 mil- 
lion in 1968. Of the total net inflow, $94 million came from the United States, $28 million from the 
‘United Kingdom, and $53 million from other countries. The net inflow of $61 million resulting from 
trading in Canadian common and preference stock represented a reduction of 46 per cent from the corres- 
‘ponding inflow of $112 million for 1968. An unusually large proportion-some 75 per cent-of this in- 
flow came from countries other than the United States and United Kingdom. Transactions in Canadian 
bonds and debentures led to a small inflow of $1 million, the first since 1965. A net outflow of $28 
million, mainly attributable to re-purchases by Canadians of provincial issues, took place in trading 
with the United States while net inflows of $20 million resulted from trading with the United Kingdom, 
and of $9 million from trading with other countries. Trading in foreign securities resulted in a net 
inflow of $113 million compared with net outflows of $425 million in 1968 and $382 million in 1967. 
‘Transactions in United States equities, totalling $4,076 million, represented 92 per cent of gross tra- 
ding in foreign securities. 


| Long-term interest rates in both Canada and the United States, already at their highest levels 
iaece the Second World War, continued to rise at an even faster rate in 1969. Over-the-year, yields on 
representative long-term government bonds rose by 131 basis points in Canada and by 163 basis points in 
the United States. Interest rate differentials between these bonds varied from about 1.58 per cent in 
April to about 1.14 per cent in September. Common stock prices in Canada (as measured by the Dominion 
‘Bureau of Statistics Investors' Index) were virtually unchanged during 1969. United States common stock 
‘prices (as measured by Standard and Poor's '500' Index) fell by 13 per cent. 


| A more detailed review of international security movements in 1969 will be found in the December 
issue of "Sales and Purchases of Securities Between Canada and Other Countries'' (DBS Catalogue No. 
67-002) which also contains information relating to international transactions in Canadian short-term 
money market instruments. 


Other Capital Flows in Long-term Forms 


Non-military assistance abroad by the Canadian Government in 1969 consisted largely of payments 
of the regular assessments by the international organizations of which Canada is a member, official con- 
tributions, intergovernmental loans, subscriptions to the capital of investment agencies and the exten- 
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sion or guarantee of export credits. Both assessments and contributions form a part of Canada's pay- 
ments on current account, while other transactions, to the extent that they give rise to claims on non- 
residents, are mainly reflected in capital movements in long-term forms. 


Disbursements on intergovernmental loans extended by Canada in 1969 increased by $11 million to | 
$59 million as amounts previously committed for specific projects under the development loan program 
were drawn by recipient countries. Disbursements are expected to continue to grow in succeeding years 
as drawings so far constitute only a fraction of the aid commitments. 


Detail of Long-Term Capital Transactions n,i.e. {) 
Item D13 t 


Export credits(1) 
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(1) Medium and long-term export credits extended from Canada directly or indirectly at risk of the 
Government of Canada, 


Subscriptions to the capital of international agencies in 1969 amounted to $30 million. This | 
amount, made up of payments to the International Development Association and the Asian Development Bank, 
was paid in the form of non-negotiable, non-interest bearing Canadian dollar demand notes. Changes in | 
these obligations are reflected in item D 14.2 of the capital account covering Government of Canada de- | 
mand liabilities. 


During the year Canada received higher repayments of $22 million of principal on inter-govern- 
mental loans extended earlier. The increase of $17 million over 1968 largely reflected receipt of $20 
million from the United Kingdom on the 1946 loan, repayment of which was waived in 1968. The remainder 
of the 1969 receipt came chiefly from Belgium. In addition to the repayments of principal there were 
receipts of $25 million during 1969 on account of interest. These receipts form part of the current 
account item comprising Canada's receipts of interest and dividends. 


Receipts from the United States associated with the Columbia River Treaty declined to $32 mil- 
lion from $88 million in 1968. The 1968 inflow included receipt of US $52 million, the second and lar- 
gest flood control payment under the Treaty, as well as of US $30 million representing a further annual 
maturity of the medium-term non-marketable United States Government securities acquired in connection © 
with the Treaty arrangements. Holdings of these securities stood at US $54 million at the end of 1968 | 


Transactions arising from the financing of medium and long-term export credits extended from 
Canada directly or indirectly at the risk of the Government of Canada resulted in a net outflow of $9 
million during 1969, This contrasted with net inflows of $107 million and $29 million in 1967 and 1968 | 
and was attributable to a sharp fall of $97 million in repayments of export credits on wheat. This an 
crease was partially offset by lower advances, particularly for wheat. 
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| The remaining capital movements in long-term forms, which include bank and other long-term 

| loans, mortgage investments and movements of insurance funds, led to a net outflow of $5 million a re- 
duction of $37 million from the 1968 outflow of $42 million. Changes in the long-term liabilities of 
Canadian corporations with foreign banks largely accounted for a significant outflow of $71 million in 
the first quarter and a partially offsetting inflow of $64 million in the fourth quarter. 


Capital Movements in Short-term Forms 


Capital movements in short-term forms (apart from changes in official holdings of gold, foreign 
exchange and Canada's balance with the International Monetary Fund) led to a net capital outflow of 
$1,375 million, or $194 million more than in 1968. 


| The year was one of unusually large countervailing movements. Canadian residents increased 
their holdings of bank balances and other short-term funds abroad by very substantial amounts, apparen- 
tly attracted by unusually high interest rates abroad and to some extent the expected revaluation of 
_the deutschemark. At the same time there was exceptional activity in the Canadian money market. The 

| volume of business expanded substantially as an increasing number of corporations and institutions re- 
sorted to short-term borrowing, sometimes as a means of financing essentially long-term needs but avoi- 
| ding long-term commitments at record high long-term interest rates. A major part of this borrowing 

! took place in the United States where lower interest rates and a significant premium on the forward 
rate for the Canadian dollar provided important advantages. This was reflected in a huge increase in 
_the volume of international trading and a large net inflow of short-term capital into Canadian paper. 


Canadian dollar deposits of non-residents rose by $61 million over the year. Residents of the 
United States and the United Kingdom increased their holdings by $40 million and $33 million, respecti- 
-vely. Other foreign countries reduced their holdings by $12 million, partially offsetting the other 
increases. At the year-end, deposit liabilities to non-residents aggregated about $750 million, of which 
some $450 million were held by United States residents, $100 million by United Kingdom residents, and 
$200 million by residents of other foreign countries. Government of Canada demand liabilities in the 
form of interest-free demand notes issued to international investment agencies declined by $34 million 
in 1969. The amount outstanding was approximately $16 million. 


Non-residents increased their holdings of Canadian treasury bills by $32 million to $104 million 
in 1969 as private non-residents became, on balance, large purchasers of these instruments. In compa- 
, rison with 1968, net purchases by foreign official institutions were relatively small. 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 


1968 1969 
Transactions with all countries 1967 1968 1969 
IV Q 1g © aad ak Bs ig NG a a, 


millions of dollars 
17.1 Bank balances and other short-term 
funds abroad (excluding official 


KES CL V.GSN Mcgee rouse fencus & oie dere or tndve es - 284 - 409 - 1,609 . =, 164 = 1565 = 5095 k=O 22a 
17.2a Canadian commercial paper ......... - 13 2+ ft east mall: - 1 tikes Zon weeed> ica 
me?.2b Other short-term paper..........+.. + 24 + 1 - 3 + 12 - 2) yea, 200 es io ag reg! 
17.3 Canadian finance company paper .... - 54 - 1315 4a, 9/6 ~ Ce es ee ee ee Oe ae a 
17.4 Canadian finance company obliga- 
| Ponss fod. es... Rh Ac erusre se grabs PRP ted clAbie Woh tetute lente 2? male gees 40k 
i7.5 All other;transactions(1) ......... =.999. =. 802.- 157. 4 182 - 347 +251 + 46 - 107 
TotalieG-tet Ds emacs tum dua B52 © SelB 20 [15434 ota 65 =, 324 = 216.. = 664, . 230 


oO SS TT 
(1) Includes changes in loans and accounts receivable and payable, and also balancing item represent- 
ing difference between direct measurements of current and capital accounts. 


An increase by Canadian residents of their holdings of foreign currency bank balances and other 
‘short-term funds abroad produced a net capital outflow of $1,609 million, almost four times the compa- 
rable 1968 build-up. A rise of $520 million in the Canadian chartered banks foreign currency net asset 
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position with non-residents was a significant factor in this movement. This covered only about half of 
the increased net foreign currency liabilities to residents. A sharp increase in residents' holdings 
of foreign currency swapped deposits with the chartered banks during the year was accompanied by a sig- 
nificant rise in their holdings of other foreign currency deposits, some of which may, however, have 
been protected by forward exchange cover through other channels. 


There was a sharp turn-around from transactions in Canadian finance company paper (including 
that of manufacturing and retail enterprises) as non-residents increased their holdings by $176 million. 
In contrast there was an outflow of $135 million in 1968. Geographically the 1969 movement was made 
up of a net inflow of $188 million from the United States and small outflows of $11 million and $1 mil- 
lion to the United Kingdom and other foreign countries, respectively. 


Transactions in other finance company obligations of a short-term nature consisting of bank i 
loans and inter-company accounts were also significantly greater than in 1968. Net inflows were regis- 
tered in each quarter of the year, amounting in total to $116 million, compared with $19 million in 
1968. In addition there were other finance company transactions not identified separately, which have 
been included with capital movements in long-term forms, notably in new issues and retirements of Cana- 
dian securities. All in all, capital flows associated with the international borrowing of these compa- 
nies showed a net inflow of about $300 million, as net inflows of about $190 million, $100 million and 
$85 million in the first, second, and fourth quarters were reduced by a third quarter outflow of $75 


million. 


Transactions in commercial paper resulted in increased net inflows in 1969 rising to $43 mil- ] 
lion compared with $1 million in 1968. The value of gross trading increased sharply to over two and a iH 
half times the 1968 level. Transactions in other short-term paper, which includes notes of banks, mort- | 
gage loan companies, and municipal and provincial governments, led to a lower net outflow of $3 million | 
compared with $12 million in 1968. The reduced volume of transactions in these instruments in 1969 
contrasted with the increased turnover in other types of paper. 


| 
The existence of unusually large interest rate differentials between the world's major financial | 
centres was a primary factor influencing the huge movements of short-term capital which occurred between | 
Canada and other countries during 1969. Of most significance, perhaps, was the very rapid increase in 

interest rates for short-term Euro-dollar deposits (to over 11 per cent at their peak in September). 
At the same time, interest rates in most major financial centres also reached exceptionally high levels. 
Yields on Canadian finance and commercial paper, which usually attract the bulk of the short-term funds | 
invested in Canadian money market instruments by non-residents, followed this general pattern. Interest | 
rates paid by finance companies for 90 day paper climbed from 6.54 per cent near the end of 1968 to 8.97 | 
per cent at the end of 1969. During the year the bank rate in Canada was raised successively to 7 per | 
cent on March 3, to 7 1/2 per. cent on June 11 and to 8 per cent on July 16. 


All other transactions led to a net capital outflow of $157 million, a decline of $645 million 
from the 1968 net disbursement figure. The identified items included in this account demonstrated wi- | 
dely divergent movements during the year. Recorded transactions related to intercompany account re- 
ceivables showed significantly smaller net outflows in 1969 than in 1968. There were on balance large 
inflows arising from increased bank loans to residents. However, the largest component in 1969 com- 
prised the balancing item representing the difference between the direct measurements of the current 
and capital accounts. This item amounted to a net payment balance of about $250 million in the year, 
approximately one third the level of the net outflow for the previous year. 


Official International Monetary Assets and Liabilities 


Canada's net official monetary assets totalled US $3,105 million at December 31, 1969 an in- 
crease of US $60 million over the year. A large increase of US $150 million in the fourth quarter more | 
than offset the decreases which took place in the first three quarters of 1969. 


Holdings of United States dollars decreased by US $221 million over the year following large 
decreases in the first three quarters totalling US $297 million and an increase in the fourth quarter 
of US $76 million. Holdings of other convertible currencies were unchanged at US $12 million although 
there were relatively large movements in both directions during the year. 


Sales of Canadian dollars to the IMF for gold resulted in a US $9 million increase in holdings 
of monetary gold for the year. 


Canada's reserve position with the IMF totalled US $478 million an increase of US $272 million 
for 1969. Drawings by the United Kingdom, Belgium and Germany accounted for US $167.5 million in the 
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period. Numerous other smaller drawings as well as the acquisition of a claim on the IMF under the 
General Arrangements to Borrow of US $30 million issued previously to Germany helped to make up the 
balance of the increase. In the second and third quarters of the year Canada had augmented the Fund's 
Canadian dollar resources by making two loans to that institution under GAB equivalent to US $65.5 mil- 
lion. This together with the acquisition from Germany brought Canada's claims on the IMF under GAB to 
US $95.5 mllion at the end of the year. 


These transactions together resulted in an overall increase of US $60 million in official in- 
ternational reserves from US $3,046 million at the end of 1968 to US $3,106 million at the end of 1969. 
Total official monetary liabilities remained constant over the year at US $1 million. The annual 
change expressed in Canadian dollars showed an increase in net official monetary assets of $65 million, 
all reflecting the rise in international reserves as changes in associated liabilities, as noted above, 
were negligible in the year. 


In 1969 the spot value of the United States dollar on the Canadian exchange market closed at 
107.28 cents. This reflected a significant premium on the Canadian dollar above the official parity of 
Canadian 108.108 cents per US dollar. This strength was apparent throughout much of the year with the 
Canadian dollar falling below its official parity for a brief period in July. 


United States Dollar in Canada Pound Sterling in Canada 
; A Noon , Noon 

Period High Low Close High Low Close 
average average 

Canadian cents Canadian cents 
NS Si 109 .00 107.25 10728 UO 262.63 (23) 3) SOD) 7) ce. 257.94 
Ke reres 4 108.25 107.20 10728 107,68 258.89 2 Died 2. 2 1D) ZI Oo 
1968 1 Omer 109 00 108.09 108,28 108 56 262503 299... D6 260.07 261,24 
LIQ). HO Sie2 WOR SG) LOY. D9 WOF/ ats: 260.43 256.16 ZO 59 221 oD 
Ti TOn. MOD 107.23 KO) 253 WO, Si 2o1.L0 22 DDO ZOO 21 256.48 
IVi-Q . 107.38 107,25 107.28 OW 29 250250 255.25 Wi '3\8) (3 256011 
1969 16 Ole 107.84 TOPO 107,66 107.46 258.05 ZO 5G 9 2 OTOL 256.83 
ILE OmGe se 108.16 107.50 108.09 107.76 258.62 290.92 2as ¢2 BS ee) 
Lig EVN Ohessinca.c 108.25 107,66 Toye 1 107.90 258.89 250.50 9 he | I a 257.54 
IW Qe 108.06 107225 107.28 107.60 LSS WMT DSM) be) ie BS 8) 257.65 
moctober ....... 108 .06 107.47 107.05 WO ewe DS Keh 50) iL 291620 7 He» eae 3 227.00 
MENOVEMDEL «... 2%. 107.69 107.41 IM O)7/ Aaa 107.58 2X8) 2 Th 257.42 257.42 PAW fet otk 


imDecember ...... LO7 «3 197.25 L07..28 107.42 Pee Nira be) 257.23 257 «29 257 pz 
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Canada's Accounts with the International Monetary Fund 


Canadian liabilities = IMF holdings 


Canadian asset 
sets of Canadian dollars 


“Gransactions SSS Transactions Sete 
Period Subs - Total er Net drawings i pe Other Total balance 
fe 2 POE assets tions ee ours dian dollars ‘ransact- bo une with 
tion (GAB) currencies ions lities IMF(1) 
(Quota) aes by Canada bene FRee 
loans countries 
millions of United States dollars 
)1947- 1966 740.0 50.0 790.0 605.0 54.3 - 379.3 6139'2) 341.5 448.5 
BOG ISL. - 15.0 TISSO > 25,0 (LS Ih 341.6 433.4 
1968 ear - 35.0 740.0 + Dae S61: 2 = 15182 aS) 533.8 206.2 
a 9555 $35.5 65.5 - 250.3 8.4 Bounce 478.1 
1968 1Q Ea35,00" = 740-0 - 35.0 426.0 7.8 739.9 0.1 
Ting 740.0 - 121.0 618.9 Ee 
LUEAQ 740.0 - 64.8 554.1 185.9 
IV Q 740.0 - BLS © 2283) 533.8 206.2 
1969 E20 740.0 - 15.0 518.8 Papas yt 
II Q 40.0 780.0 40.0 - 103.5 2e5'(2) WtGbses 32252 
IE, 0, Deo 805.5 Zo - 86.2 Oek2) 403.2 402.3 
IV Q 30:04): 835.5 - 45.6 =H 0723) 357.4 ATS. 1 


(1) This is a cumulative measure of the net resources provided by Canada to the IMF including loans 
under the General Arrangements to Borrow (GAB). Canada's net balance with the IMF, when positive, 
represents its reserve position in the IMF. This may be drawn by Canada virtually automatically 

on statement of balance of payments need, but Canada would then be under an obligation to restore 

its net balance to 25 per cent of its quota which is currently $740 million, i.e. to $185 million. 
| The Canadian dollar equivalent of changes in positive balances appears as a component of item H4 

| in the main balance of payments statement. Changes in negative balances, i.e. use of IMF credit, 


| are shown as a component of item H5. 

2) Sales of Canadian dollars to IMF for gold. 

(3) Dividend payment to Canada. 

(4) Acquisition of GAB notes issued previously to another IMF member. 

Note: The statement is expressed in terms of United States dollar equivalents in accordance with IMF 

| practice. Since members are obligated to maintain the gold value of the IMF's holdings of their 

) currencies, from time to time there have been adjustment payments between the IMF and Canada in 

. Canadian dollars arising from changes in the exchange rate. These transactions are not reflected 

| above because the series are shown in United States dollar equivalents, and do not appear in the 

| balance of payments statements because only the change in Canada's net asset is shown. The 
adjustment transactions affect the Public Accounts of Canada. 
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Change in Canada’s Official International Monetary Assets and Liabilities 


Assets Liabilities (minus =increase) 
Reported Net ; 
: Official holdings of Total . | os of OriiGial Conver- 5 
Period foreign exchange Rostives|}-officta Use of | Foreign central Me monetary Pee 
7 Monetary | position | inter- IMF | exchange} bank GULChal "Paes eis 
Other gold in IMF national | credit? ee reciprocal Ech ae 
eee convertible reserves! LODE C SY Acredl tiene ae 
a currencies facilities 
expressed in millions of Canadian dollars 
106 2 o 1 - 107 = = gl = = 1 106 5 oa | 
oe 1 21 10 64 — = 3 _ = 3 61 = 
- 84 1 22 ail = 10 — — _ _ - 10 + 
1118) = 20 — 135 = = - _ eo — 
169 4 62 61 296 — — | = = 4 292 +92 
— 381 = 2 18 = lal 376 — — = = ~ 376 il 
433 2 = 320 = 217 = 102 = 150 _ = 38 = 531 - 633 a iL 
663 = 21 — 684 — D _ 2 686 - 
80 =a 22 _ 101 - - 1 Sel 376 477 - 1 
795 = ih — 259 - 228 307 - 150 1 =- 4 = 153 154 ruil 
40 1 25 — 66 _ _ - — 66 - 
75 ae 24 =- lil — — - — nei - 
= TLS) = 913% 22 - - 146 86 _ _ 86 - 60 = ih 
co Al =x 46 — 20 — 3 _- 3 28 = 
- 61 — Ibe — 56 86 S _ 89 145 in 
- 199 133 58 Pel = 107 64 2 _ 66 - 41 ae! 
7 caryial 65 6 67 — 1 - i 68 - 
35 = 63 59 iat = = - _ SH nel 
14 — 39 127 180 - — _ _ 180 =) 
- 143 2 225 213 297 64 3 — 67 364 ait 
— 150 14 20 46 fh) — _ - - - 170 ne De 
= 143) = ils} 49 93 1 — = == _ 1 = 
120 = 3 25 82 224 = — _ - 224 ="2 
12 3 42 a ys} 4 — - - _ 4 Snes 
- 146 1 136 168 159 _ _ _ _ 159 a 
- 96 5 - 70 28 - 133 = & = = - 133 + 5 1 
- 116 - 6 = 66 64 = ee - 1 - 1 — 123 - 6 1 
= 88 iL Se acl 20 - 86 _ — - - - 86 =i 
= 50 2 40 = 9 Eee]. _ _ - = = ii + 2 
— 350 — - 113 103 - 360 - 1 _ 1 = 359 = | 
- 77 - 1 41 22 | - 15 = = = = - 15 -2 
- 19 2 - 19 - 17 - 53 - i - 1 - 52 #2 | 
18 ell 36 1 54 _ 2 _ 2 56 = ( 
142 2 91 = PY 31 = - _ = Bl ae iii 
64 2 me) alls) 17 — 3 - 3 20 +2 ‘4 
16 2 = Gy - 471 - 495 _ 7 = 201 - 269 — 764 1 | 
410 _ = iy! 130 486 - = 1 135 134 620 = | 
25 1 68 70 28 — _— 134 134 162 +7 i 
314 c= 1) _ 22 331 _ — _ — 331 - 6 | 
765 = 2 — 64 - 249 350 _ 1 - 2 = 1 349 - 4 
- 51 - 3 = 16 - 38 a = = & = 38 -1 
- 172 6 3 109 - 54 = = see _ a BA +5 
- 98 = i 86 - 5 = = = 4 - 5 -1 | 
82 - 2 = 82 162 = = = = 162 -1 
= 239. 1 10 293 65 _ ~ — _ 65 + 2 
iL l | | = 


; Item H 4 of the main balance of payments table. 
; Transactions with the IMF when tltat institution holds Canadian dollars in excess of 100 per cent of the Canadian quota. 
: Item H 5 of the main balance of payments table. 
The change in the reserve presentation has shifted some minor balances from D17.1 into the reserves. This column shows what changes 
should be made to the D 17.1 series published prior to this report to provide a consistent historical series. 
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Changes in presentation 
| The news release issued by the Minister of Finance on February 3, 1970 covering the level and 
composition of Canada's official international reserves contained certain changes from the coverage of 
previous statements. The balance of payments format in respect of reserve movements has been altered 
correspondingly. Changes in the assets included in the Minister's statement are now shown under item 
H4, while changes in associated liabilities (which do not appear on the monthly release) are given in 
item H5. Apart from the inclusion of the Special Drawing Rights allocated to Canada by the Interna- 
tional Monetary Fund on January 1, 1970 and subsequent transactions in them the net effect of the 
changes on the balance payments statement is not large. 


Accounts formerly shown in item Hl "change in official holdings of gold and foreign exchange" 
are now included in H4. In addition H4 includes deposit balances of foreign currencies other than the 
US dollar which are defined as convertible by the IMF and held by the Exchange Fund Account, the Re- 
ceiver General and the Bank of Canada. These convertible currencies were previously Pretaded in item 
D 17.1 of the balance of payments with the exception of sterling which had consistently been included 
_ the reserves in balance of payments statements. 


. It should be noted that the Bank of Canada's liquid foreign currency assets are now being in- 
cluded in official international reserves without deduction of the Bank's foreign currency liabilities 
to non-residents. Formerly only the net holdings were included. In the new presentation of the balan- 
ce of payments these liabilities form a part of item H5. 


The Minister has now included as part of the reserves the whole of Canada's reserve position in 
the IMF which is defined as the amount of foreign exchange that Canada is entitled to draw from the 
Fund on demand for balance of payments purposes. The monthly statement of Canada's official reserves 
had previously treated as equivalent to reserves only that part of the reserve position in the Fund 
called the net creditor position, which is the amount of credit Canada has provided to other countries 
through the IMF. The balance of payments presentation had, however, included the whole of the reserve 
position in the IMF in item H2 "changes in net International Monetary Fund position". This asset now 
forms part of item H4. Item H2 also included Canada's net liability to the IMF when that institution 
held Canadian dollars in excess of 100 per cent of Canada's quota. (This situation has only occurred 
in the exchange crises of 1962 and the period immediately following when the liability incurred was 
being liquidated). In the new presentation liabilities of this type are included in item H5. 

Also included in H5 are amounts previously shown under item H3 and earlier called "Other special 
international financial assistance" or more recently "Reciprocal swap facility with Federal Reserve 
System". 


The accompanying statement shows changes in reserves on the new basis back to 1961 and also 
indicates in the final column the net effects of the change on other accounts in the balance of pay- 
tents. 


first Estimates 


: Very preliminary data of the Canadian balance of payments for the fourth quarter and year 1969 
vere released in the DBS Daily of February 16, 1970. It should be noted that these first estimates 
scelate only to very broad aggregates and that the current quarterly report expands and updates these 
2stimates by incorporating the latest available data. 
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Summary of Current Transactions with the United States, United Kingdom, Rest of 
Sterling Area, Other OECD Countries in Europe and Other Countries 


Fourth Quarters 1968 and 1969 and Changes between the Periods | 


ce eer enn eee nnn anne nnn ne eee tne) pape oe Pa 
1968 1969 Change 1968 1969 Change | 


a asa TURE aa MRE a a ES A EI TS 
millions of dollars 


All Countries United States / 
| 
Merchandise exports (adjusted) ........ ee 3,667 Moe oh bo +7988 p Spe 2,938 + 406 
Merchandise imports (adjusted) .......... as 3,409 3,766 ae ea) /f 2,465 ZOPUE | °F A256 
Babance on merchandise ‘trade [. 7. ..5. 6s << : = nee P28, +" 289 elgg see WAS eZee 
Other current receipts ......ceseecececees 840 931 + 91 550 588 + 38 
QUNEE Current paymentSers. os. 6 csce 6s ae arevere s 11 PAZ 1,406 + 124 889 964 + 75 
Balance on non-merchandise transactions ... - 442 - 475 atic) = 339 - 376 <7 
TOCALSTECELD US siveis.s carter « Bas ae A Cee 4,507 4,986 = ELT 9 3,082 3,526 + 444 | 
POtaLePAYMENES = ccs sco ere es tic siaiar ele eles ee 4,691 55172 + 481 3,354 3,675" +5320 
Gubrentwaccount balancer sere. seem. a! Me - 184 - 186 = 2 -"272 - LQG Sere 
United Kingdom Rest of Sterling Area 
Merchandise exports (adjusted) fen. ses on 303 268 - 35 149 156 ay) 
Merchandise imports (adjusted) 22>. 0.2... 181 193 + TZ 140 173 +533 
Balance on’ merchandise”*trade*. 07%. ose. eee: pei te 4 eS - 47 + eo catia 8 - 26 ' 
Other current’ receipts. f:.257 9) lee colette’: 95 1338 + 38 Sy) 66 ap 
Orherecurrent= paymentoun acrcle ccoeiererotererele are orale 119 P27 FS 43 45 sel 
Balance on non-merchandise transactions ... - 24 + 6 + 30 ap diffs eect ee! L 
ROC ARE CID ESA crate -:oreterseone steve ar cheletere tere: oy eeetterare 398 401 + 3 206 pgip + 16 
RO PALMA VMeIiES: mig iteteretotornl tore iia ea Cate ee 300 320 + 20 183 218 + 35 
CoLLent sctount" Pa lances a. > «a sweae + sleet ass + 98 5 pee oS = Ly suet ©) aT ee - 1 
Other OECD (Europe) Other Countries | 
Merchandise exports (adjusted) ...... tare 283 324 tel 400 369 - 31 
Merchandise imports (adjusted) ........ : 285 315 + 30 338 374 + 36 
Balanee on. merchandise trade <.7.!..... dee. = 2% + 9 +11 - "62 pl ~ GF 
Other current receipts: .d<ecce ees a shavers oe 64 70 + 6 74 74 f 
DENT CUETENE Payments: 4 ales vas dow cclee Os aan ILS 180 + 28 79 90 +1 
Balance on non-merchandise transactions ... - 88 - 110 - 22 = 2 - 16 ae 
ae LOCOLRE irs ess. v hehe ors, sccle BS ADSNODOOOSIS 347 394 +47 474 443 - 31 
weed VIO E Se trale si ale at Sl eraneis accents Sieisiee sty 437 495 + 58 GAP 464 + 47 } 
GuETentraccount ballance:...se. see eoreversisverane - 90 - 101 - 11 ae te eee) | - 78 


Note: Exports of goods and services as published in the National Income and Expenditure Accounts exclude — 


poh esata and immigrants ' funds and personal and institutional remittances. Imports of goods | 
an services include withholding tax and exclude inheritances and emigrants' funds, personal and 
institutional remittances, official contributions and pension payments, | 


s. 


es 


Summary of Current Transactions with the United States, United Kingdom, Rest of 
Sterling Area, Other OECD Countries in Europe and Other Countries 


Years 1968 and 1969 and Changes between the Periods 
ON eae eee 


1968 1969 Change 1968 1969 Change 


| SLL a a a a 
millions of dollars 


| All Countries United States 

- Merchandise exports (adjusted) .......... ts ae fe fo 14,886 + 1,348 95 4L6 10,500 | + 1$384 

Merchandise imports (adjusted) .......i.. 12 62 14,018 | +915 856 8,867 10,109... 4415242 

jm Balance on merchandise trade ............ alo On =e 868 - 508 + 249 + 391 + 142 

Other current receipts .......0....--. 008 3,670» +s AS0OL + «<hyR sd 2,483 PAT07. | Mab 2ak 

meocnerenurrentepayments 25 ..4. \Qeiy... 2. 2M 5°06 Doak § = eee 5 3,524 3,808 + 284 
Balance on non-merchandise transactions = 1,436 + = 5590 - 154 ="1,0412 -SPs101 - 60 
| RUSEN SD Ter | 3) |. ere: oP 17, 208 18,887 + 1,679 IES Se)) 13,207. + 1,608 
0 BINT CE oS 2 of SIE en ee ee es 175208 19,609 + 2,341 12,391 13,947, + 25526 
Bescenk accountsbalarncess. ....a ov... Be ~ 60 - A22 - 662 = 192 /1LO.ae SE 82 
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United Kingdom Rest of Sterling Area 


|) Merchandise exports (adjusted) .......... Hie? a. Peleg - 122 Sl 5) 625 + 10 
| Merchandise imports (adjusted) .......... 682 813 +0131 457 588 +131 
Mbalance on merchandise trade ............ =P SSE. + 306 - 253 + 158 + 37 - 121 
Other current receipts .........ceeeseeee 392 472 ~ 80 219 241 Fe oy: 
Sermerecurrent payments: ...... fL¢8...s ole Z 473 515 toe rep 188 208 +) 520 
_ Balance on non-merchandise transactions = 61 - 43 + 38 SL ++ 138 +) 42 
eriealerecetpts ()..... elas... LBS... . 0% 1 (683i dupslg594 - 42 834 866 + 32 
SE LURES COMES SCO a a Tes USS: bo328 + Lids 645 796 ap ila 
musrent, accountabalance yy. ...200%.... 2h + 478 + 263 - 215 + 189 12 7G; - 119 
Other OECD (Europe) Other Countries 
Merchandise exports (adjusted) .......... 1,039 1, 208 + 169 yy 1,434 - 93 
Merchandise imports (adjusted) .......... 941 23 + 182 1, 2a) 12885 + 170 
_ Balance onemerchandise trade. cc. osu 6 ss os ae She! OD) - 13 a obey ae UO, - 263 
, 
| ged gurreniiveceiprewia... . ARMS ..»5.9 othe 289 +, 14 301 292 =| 9 
muener Current payments .ii....4..Jch.. lel 622 718 + 96 299 342 + 43 
Balance on non-merchandise transactions = 34/7 = DS ero. aa 2 - 50 ey 
PaO CTD ES arene ees. eels sacs 62a cause eure stoneus 1S 12 ney + 183 1,828 ils TAe - 102 
PR A YMER EE) Ge. 2s ob Bids. EBs os hl 1563 1,841 PAS IPA Ww27 + 213 
meurrent account balance ........0...ss0.- - 249 - 344 = 95 + 314 ae - 315 


i Note: Exports of goods and services as published in the National Income and Expenditure Accounts 
exclude inheritances and immigrants’ funds and personal and institutional remittances. Imports 
of goods and services include witholding tax and exclude inheritances and emigrants’ funds, 

| personal and institutional remittances, official contributions and pension payments, 
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Exports and Imports of Goods and Services, Seasonally Adjusted, 1967-69 


Receipts 


Merchandise exports (adjusted) ........ eetets 


Gold production available for export ...... 
Travel expenditures ......++-+s++eseeee sooo 
Interest and dividends ..........-+- Bere O'ctD-< 
Freight and shipping .......--ss+eccsoee ail 
Inheritances and migrants’ funds). 4. «.< «see 
AIT CNOOVRS TSeCIICECELOME: bkeédoousoonc4d4, enone 


Sub-totals, non-merchandise transactions 


TWO tales verevewedolae otetetebe olelows ee" axenekene- a toe lolle tes 


Payments 


Merchandise, imports Cadjusted) (in «> «.« epee 


iravyelarexpendi CUBC Str erenieleleieicisteto tlc ckeieakelelalers : 
Mesa eyatsl whivaiclMsls 54 450aca0050c000000 
incubate aiaxel leubpyestine, ao oncdccooncaugmmoC fot 
inheritances and migrants’ funds. «|... ster 
All other transactions (including official 

COMETUDUETONS IE practi obs aienere oieleloleretsicres we 


Sub-totals, non-merchandise transactions 


Balance 


Merchandisem trades (adstsitted))s semeueichehe! cleo okebers 


Gold production available for export ...... 
dravel expenditures 24 sss wevevss cis sie a elsieierens 
imtenesigand «dividends 2... sehen) wisi oLekohole 
Beta htyande, Shipp UM mews sieie sce eleteweNs levels (el ev etenoke 
inheritancessandsmierantsc . LUnd Gees ct <i a) ekerere 
All other transactions (including official 

COMEEUDU CLIOMNG i wre eeuce-tele one eter abel ay ome eter or ieinretors 


Sub-totals, non-merchandise transactions 


EEO eu Mi Guay amevebater stata op oecnod ePelewai evens! aun tercmedecanstetadscete 


1967 
1600) Tite {ei IV Q Year 
millions of dollars 

2,836 2,863 2,675 2,964 Ligs3s 
30 29 26 2a 1? 
244 368 438 268 1,318 
83 58 78 76 295 
204 207 207 2ie2 830 
81 85 83 80 329 
DID 214 216 Det 863 
864 961 1,048 874 3,747 
3,700 35024: S23 3,838 15,085 
2,672 Pee IST 220 2eaO23 LO“ 72 
DOS: 226 PUG DT) 895 
PATS) 292 323 Bal IL 
ANT 216 DN 216 861 
51 Sl 56 55 213 
403 448 Sieh 400 1,632 
ieee: 238 Ih exe, Wi Zue Ao 
3,843 3,990 3,909 3,842 15,584 
+ 164 + 106 = PETES + 341 + 566 
+ 30 + 29 + 26 + 27 + 112 
+ 19 + 142 + 221 + 4l + 423 
- 192 - 234 - 245 - 245 - 7916 
=~ 413 - 9 - 5 - 4 - 31 
+ 30 + 34 + 27 + 25 116 
- 181 - 234 - 165 - 189 - 769 
- 307 me Dye - 141 - 345 -1,065 
- 143 - 166 - 186 - 4 = 499 


— 


——— 


=< og" + 


Exports and Imports of Goods and Services, Seasonally Adjusted, 1967-69 


1968 


| I Q se iit 0 IV Q Year igs) Bris 

| Oe. 
millions of dollars 

3,268 3, 361 3,334 3,575 13,538 3,718 3,607 3,650 Seo Le 14,886 1 

| 31 28 32 29 120 29 29 28 2h 110 2 

241 257 252 242 992 272 274 266 267 1,079 3 

Fi 85 94, 81 331 97 117 97 95 4,06 4 

220 223 222 229 894 229 230 g33 242 934 5 

77 90 109 94, 370 88 89 87 99 363 6 

230 240 243 250 963 257 270 284 298 1,109 7 

870 923 952 925 3,670 972 1,009 995 1,025 4,001 8 

4,138 4,284 4,286 4,500 17,208 4,690 4,616 4,645 4,936 18,887 9 

2,967 2,908 3,007 $2250 125162 3,483 428 3,481 3,631 14,018 | 10 

240 239 278 258 1,015 299 326 339 316 1,280 11 

321 337 336 296 1,290 341 343 337 343 1, 364 12 

228 232 232 245 937 244, 247 248 255 994 13 

56 58 48 47 209 52 52 45 41 190 14 

394, 409 426 4.26 1,655 411 432 456 464 1,763 15 

1,239 1-275 1320 1,272 5,106 1,347 1,400 1,425 1,419 5,591 AG 

4,206 4,183 4. 327 4,552 17,268 4,830 O28 4,906 5,050 19, 609 17 

mm + 301 + 453 5327 +295 + 1,376 31295 + 184 + 169 +280 + 868] 18 

31 + 28 1 32 ee EE ES mnleze) + 29 25 WOE) + 25 te lie 

pee renee e126 came LO.) e 23 7 Pepe Xp) enh = 20 = 00 tay 20 

= 250 = 252 ae A, se 215 Gee 959 - 244 = 2226 = 240 = 2405 wes GOR abel 

aa 8 Sale 246 Pete 5 43 me eg tS eee eels aS) Sea 60,01 222 

an OT He) + 61 RT Ag eee SE Wo | + 36 + 37 fg iG) + 58. ale ly cat eS 

- 164 - 169 et Fee way G | i imioo? - 154 ay sp Spt yb = 166 2. 054el ee 

= 369 = 352 - 368 a hy a PACTS =) 375 = 491 - 430 = 394% 2 1 Songs 


- 68 + LO1 - 41 i) 60 - 140 - 207 - 261 - 114 - 722 26 


= 8@ = 


QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1968 and 1969 are preliminary and data for 1967 are mostly final. 


millions of dollars 


A Current receipts: 
1 Merchandise exports: (adjusted mere teen ee nes 3,048 3510107 Sh Sh. BYE 3,667 
3 Goldiproduchloneavallable tonex pontiac teeten eae eee 26 33 Qi 3p 28 
4 TILA VE TRENT CIOL TLE Gate tee ie cee eer teten a ines Hh er eh eo 166 79 23) 548 130 
5 ITE NES CRAY CCI CT Cl saueeeeere remem meet eer ne enc nee 107 61 78 78 114 
6 rev ohtean Gas hinpine ove eee tench areca ee ne ence ee ae 222 192 229 234 239 
7 MUAY EEA CAIN ecard TIN Tn CAT eaT Ss cmett CLIT C1 Ss reer eee eect eer 73 535) 99 ise 85 
11 ANT Other, CUITENMtEL eC OUDUS pe eeee eee atte attest cu anne Neo ree 208 236 242 241 244 
12 PPotal Current TECORDES Ste ee ann vee ee aba 3,850 SFOeo 4,422 4,606 4,507 
B Current payments: 
1 Merchandise imports (Adjusted) ...cccecccccsccsscccsssessssssecesseessevecsseversussessnvessees 25125 2,754 55.140 2,859 3,409 
4 Mr Aav.e exp GhOItUN eG Suiecs ae eee ek net Cee ee tn le ere 155 209 258 SUS) L/S! 
5 INVOKES tran Gel Vilcler Use ce eee een ean re rn tte eRe ee re (13) 293 314 297 386 
6 PereiohtcanGcShi pp in pe cen.eccccdeotse oes. ate cae ene eee cena oem eer me 225 193 243 247 254 
7 MINE TAGES aNGeemierantse tum Cs mime remem eer eer ea eee eee 59 47 54 By} 5 
9 OffUCie ly GONTEMDUGT OMS: yee este ece iere aaeress once Rew neeaue sd emetacacemmteatnee sires 29 14 4O 50 29 
apt PAOTW RANE ORT AINE TON AINE NES: Sue doer oes ecenece uasuclstconcesncocaauios secodeauentn-eenense 361 378 379 376 389 
12 Total current payments <-..0secs.c esc ek ee 3,967 3,888 4,428 (BPO 4,691 
c Current account balance: 
1 Merchandise: trad Gent er. ae rrr tree ne ras anh ke eer at eee 323 + 263 + 372 + 483 + 258 
2 Othembransachone ex Clucime: 5.0 me mnamis ieee ee ee nomen meras =e dele - 464 - 338 = toys! - 413 
3 OMMUCTAIECOMtHDUGLONS: settee toca coe ec ee res - 29 - 14 - 40 = 750 - 29 
4 MAY 2 VE ge ah ee RT OS ME, RARE? AN Saeed cA OMe ete ine = 5 VAS - 6 + 345 - 184 
D Capital account: 
Direct investment: 
1 Direch investment ina © ane Cages ememee ereemen omeners reere + 185 + 20 + 229 + 178 + 183 
2 Dsl eCexean Aah SKS a meals, NOS OEIC cae Cece 82, Ga pote eileen eaten: - 38 - 66 + 17 - 9 - Wa 
Canadian securities: 
aiaal Trade in outstanding bonds and debentureS .....cccccccceeessececeeesereees - 14 we - iil - 13 a 7 
32 Trade in outstanding common and preference StoOCKS ......c.cccceees bane 5 Bien 2s + 34 werd + 33 
4 INS WARTS SUC Scere acute) Rae lee epee thon SU de, te RR ee + 424 + 407 + 708 + 452 + 366 
5 Retirementamem tent tei cites heen nen ne ene See - 98 - 124 - 120 = To? - 114 
6,7,8 FIGTelenr Securities: ntsc ne er be ee eee ing bos - 89 = 29 es sy = re 
Loans and capital subscriptions by Government of Canada: 
9 INGVENCES COLO twits ete oto cited he Oa ey eee 23 - 10 - 8 - 16 - 44 
10 REPS ymentSetOlGanada ee cee wanna etter eee einen Ree oe Rs a + 20 + 2 + 2 + il - 
11 ColumbiagRiversT rea tyeunicty cee ae ee en ee en ees + 44 - - - + 88 
13 MONE -LEMMECAD Lautan Sa GhlOns arial sc nesses men anenan tan an eee: + 93 + 29 + 20 - 74 + 12 
Change in Canadian dollar holdings of foreigners: 
14.1 BICRC ULES Mere ere eee eee eee as aioe oe eee ones + 28 + 8 + 4 spagedf + 54 
14.2 Government of Canada demand liabilities oo... ceccccccccccssseeccssseessseeens + ll - 4 ees) + 1 + 27 
14,3 Canadiagrtrensuty, pills. ste, eon ee een ce” + 23 { a. El + 
17 Orherces pita movements tee i). eae Le ea me - 396 = f08 a lathe? - 559 + 65 
E Net capital movement (excluding monetary items shown below) in: 
1 owewero fomis (1 to WTO) noe cae re ae nen eS + 507 + 132 + 742 + 360 + 356 
2 Short-term toms (14 to Dit) nn ene 1359 = 66 L - 116 = 549 + 159 
3 ft Rec r 8i0 ANE E d co Be + 148 - 549 + 626 - 183 + 515 
H = C+E| Official monetary movements: 
4 iticial imermatlonal reserves yy sc accuee se decasavteeca beectuseieeeeneton + 31 - 495 + 486 + 28 + 331 
5 Ofticralimonetarys la bilitlese tree .c tet eee een tn ere ees = - 269 +134 + 134 a 
6 | Net*officialsmonetarycassetsicce44 ee eee + 31 =aenOc + 620 + 162 + 331 
oF ot Ae ae aS —— 


Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A ie trade Statistics are adjusted for use in this statement. Details of these adjustments are shown in 
B 1) the annual reports on ‘‘The Canadian Balance of International Payments’’. 


A tie item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, 
B 11) insurance transactions, and business services. ‘2 
mn 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1968 and 1969 are preliminary and data for 1967 are mostly final, 


1969 Annual Totals 
. 1 17 III IV 1967 Acct. 
No. 
millions of dollars 
A 
3,469 3,805 S557 4,055 1,338 13.5368 14,886 1 
31 28 29 22 £12 120 110 3 
90 260 585 144 1,318 992 1,079 4 
83 114 80 129 295 331 406 5 
201 236 243 254 830 894 934 6 
62 100 109 92 329 370 363 i, 
264 272 283 290 863 963 1,109 11 
1 4,200 4,815 4,886 4,986 15,085 17,208 18,887 12 
B 
3,230 3,706 3,316 3,766 10,702. 12,162 14,018 1 
™ 260 346 468 206 895 1,015 1,280 4 
f=. 309 320 299 436 12211 1,290 1,364 5 
| 207 260 262 265 861 937 994 6 
44 50 53 43 yh : 209 190 7 
16 48 46 33 182 133 143 9 
im 392 396 409 423 1,450 1,522 1,620 11 
4,458 St26 4,853 Lee 15,584 17,268 19 ,609 12 
 @ 
| + 239 + 99 + 241 + 289 + 566 + 1,376 + 868 1 
i 48] - 362 - 162 - 442 se 883 - 1,303 - 1,447 2 
| - 16 pass - 46 - 33 - 182 a as - 143 3 
P- 258 - 311 + 33 - 186 - 499 - 60 Sige mee 4 
\ 
D 
j 
| + 130 + 240 + 95 + 160 + 691 + 610 + 625 1 
Gy 55 - 110 - 30 - 60 of) he 225 - 135 mee is 2 
+ 17 = 26 - 12 + 2 - oi, - 69 + 1 34 
| + 37 + 44 ae - 16 + 12 + 112 + 61 3.2 
b+ 637 + 513 + 573 + 335 + 1,307 + 1,933 + 2,058 4 
m- 70 - 126 - 49 - 130 ee ey ry We SiS eer) 5 
E- 58 - 8 + 64 + 98 - 432 - 468 + 96 6,7,8 
i 11 - 43 . 15 - 20 - 38 - 78 - 89 9 
{ - =F . - + 20 + 34 at 5 SF 22, 10 
- = - +) 32 + 44 + 88 + 32 11 
- 84 eS -- 2 + 91 + 268 - ik} - 14 13 
= 610 + 25 - 4 + 50 + 24 + 70 + 61 14.1 
p 2 - 30 + 1 - 3 - 4 + 21 - 34 14.2 
ae 13 - 5) + 5 + 19 + 4 + 48 + 32 14.3 
- 324 - 216 - 664 - 230 - 852 = Ae S20) - 1,434 17 
{ E 
1+ 543 + 483 + 624 G12 neta, + 1,590 + 2.162 1 
= 323 - 226 - 662 - 164 - 828 - 1,181 —why 375 2 
+ 220 + 257 - 38 + 348 + 519 + 409 + 787 3 
| H=C+E 
i= 38 - 54 - 5 + 162 + 17 350 4. 65 4 
- - - - + 3 - 1 - 5 
t= 38 - 54 - 5 45 6? + 20 + 349 + 65 6 


28: D A minus sign indicates an outflow of capital from Canada. 
D 1,2 Exclusive of undistributed profits. 


D 17 This item includes mainly changes in private and chartered bank holdings of exchange, international money market 
transactions, loans, and changes in open account commercial indebtedness. It also includes the balancing item 
representing unrecorded capital movements and errors and omissions throughout the accounts. 


H For details see statement on page 24. 
H 5A minus sign indicates a receipt by Canada. 
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The basic historical record of the Canadian quarterly Balance of Payments with all countries 
(including bilateral transactions) may be obtained from the following publications. 


Catalogue Number Title Price per copy 

67-505 "The Canadian Balance of International Payments - A Compendium of { 
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Additional subsidiary detail published regularly may be traced through the successive quarterly | 
reports. 1 


Note: This edition contains some rearrangement of the tables previously presented. Sev- 
eral statements which were formerly included with the textual comment have now 
been grouped in the main tabular body of the report. Some modifications in termi- 
nology have been introduced, allowance has been made for the allocation and trans- 
actions in SDR's and items have in some instances been regrouped to provide more | 
readily recognizable links with the GNP accounts. A separate table is presented 
showing the adjustments made to Trade of Canada figures to arrive at exports and 
imports on a balance of payments basis. 


The Queen’s Printer, Ottawa 
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THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


FIRST QUARTER 1970 

During the first quarter of 1970 the exceptional strength in the Canadian merchandise trade 
tecount, combined with continued heavy long-term capital inflows contributed to upward pressures on the 
janadian dollar and a buildup of official monetary reserves of $527 million. In part this increase was 
lue to the first allocations of Special Drawing Rights on January 1, Canada's initial allocation 
mounting to $133 million, expressed in Canadian dollars, made in accordance with Resolution 24-12 of 
the Board of Governors of the International Monetary fond: However, the unprecedented surplus on 
lerchandise trade of $622 million and the peak level of capital inflows in long-term forms of $657 
tillion were more important factors in the reserve accumulation, The increase beyond previous high 
evels was partly due to the net sales, mainly to the United States, of foreign securities — the quar- 
erly inflow of $117 million was the highest recorded quarterly inflow and was piled on top of an 
patlow of $520 million due to new issues of Canadian securities. 


Summary Statement 


a ne re ea tt Sa J a IR bese eae Sa a Sh RN, LR Nahai, lice ict ae tite alesis: iil. Ja seee 


1969 1970 
1968 1969 ———— 
I Q 1 G8) TLIO" SRL 00 1.0 
millions of dollars 
mmchandise trade balance’ <...¢.ceccesee Set ie SHAS: + 868 + 239 + 99 + 241 + 289 + 622 
alance on non-merchandise transactions - 1,436 = D908) =) 4977 - 410 = 208 - 475 = 572 
Merent account balances... oso. gsc. sce ce - COMPS 722 "a 258 ssl "33-186 + 50 


i 
) 


apital movements in long-term forms .. sie GPS) 0 Ane Eo) AN Sil Yi + 483 +°624 + 512 + 642 
apital movements in short-term forms ele Ol Sebi) Sie canih Sy4s' - 226 - 662 - 164 - 298 
mecapital movement (1) ...06.. .. .0% 20s» + 409 + #£787. + 220 PQS - 38 + 348 + 344 
llocation of Special Drawing Rights .. AST eens mete Rien Guclic seed an Ess: 
aange in net official monetary assets tee BAS +65 = 33 - 54 - 5 + 162 + 527 


Db Excluding items shown below. 
».- Not applicable. 


The events of the first quarter were unusual to the extent that the current account balance and 
ipital account flows combined to produce a basic balance (current account plus long-term capital move- 
ents) of $707 million. In the third quarter of 1969 when the basic balance inflow was of a similar 
ngnitude, $657 million, the level of residents' holdings of foreign bank balances and other short-term 
mds abroad rose dramatically with the pull of high interest rates abroad and only small changes in 
‘ficial financing were required. Among special factors influencing movements in the first quarter 

*re the rebound in exports from the strike-affected levels of the previous quarters, accounting in 

irt for the increase in exports to the United States even though a slowdown in economic activity was 
rident in that country. The strength in foreign demand for Canadian exports also reflected the rapid 
rowth of relatively new markets in Japan and the growing demand from Europe. The increase in Gross 
ttional Product in Canada in the first quarter of 1970 of 2 1/2 per cent was largely due to foreign 
omand and by itself does not reveal the underlying slowdown in domestic demand. If exports had re- 
lined stable in the first quarter the GNP would have shown only a 0.2 per cent increase in value and 
decline in real terms. This fact partly explains the lack of strength in demand for imports. 


The long-term capital market was affected by the continuation of a relatively more rigorous 
uti-inflationary posture by the Canadian Government with resultant higher interest rates at the long 
id of the market compared to the United States — making investment in Canada attractive to United 
rates residents. The decline in United States stock markets was sharper than in Canada, and net sales 
_ foreign securities occurred on a significant scale. Finally, during the first quarter a fairly 

arp decline occured in money market rates, particularly in the Euro-dollar market and part of the 
erhang of several billions of dollars of residents' holdings of foreign bank balances and other 


fort-term funds held abroad was repatriated. 
| 


Subsequent to the first quarter, economic indicators suggested a continuation of the trends 
perienced earlier, The trade surplus in April remained extraordinarily high by historical standards, 
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while official monetary reserves rose by US $487 million in April and May to reach US $4,084 million 
at the end of May. With the evidence suggesting that more reserves would be accumulated in the ensuing 


period the Minister of Finance announced on May 31 that the Canadian dollar would be allowed to float 
and to achieve a more appropriate level. 


Merchandise Trade 


In the first quarter of 1970 Canadian merchandise exports, mainly because of a marked improve- 
‘ment in sales to overseas markets, jumped by about 13 per cent over the same period in 1969 to $3,936 
million. Merchandise imports, on the other hand, rose at a much slower rate increasing by about 2.5 
|per cent to $3,314 million, This resulted in the emergence of an unprecedented merchandise surplus of 
$622 million, equivalent to about 72 per cent of the trade surplus for the whole of 1969, Although 
jtowards the end of the quarter there appeared an easing in the rate of increase of exports and some 
|acceleration in import demand, an upsurge in the trade surplus reappeared in April. While some of the 
|increase in exports could be attributed to sales of metals postponed from the second half of 1969 due 
|to strikes in a number of key industries, such an effect tended to be mitigated by controls on exports 
;of all forms of copper and nickel introduced early in the year to prevent abnormal flows to higher 
priced markets outside Canada. Foreign demand was strong for a number of crude and fabricated mate« 
irials namely petroleum and natural gas, iron ore, copper, aluminum, newsprint paper and woodpulp. More- 
jover, despite some easing in the North American automobile market, exports of motor vehicles, engines 
_and parts increased by about 10 per cent. 


Generally speaking the small rise in imports was broadly based, the largest increases occurring 
.in metal ores and alloys, fabricated iron and steel products and machinery. Imports of motor vehicles, 
engines and parts, partly as a result of a relative concentration in Canadian production facilities of 


cheaper but more popular models and partly due to reduced consumption expenditure on durables, declined 
by about 10 per cent. 


The usual adjustments for balance of payments purposes to recorded merchandise trade data 
consisted of net reductions of $3 million from exports principally for the timing of wheat deliveries 
and of $17 million from imports, mainly on account of aricraft deliveries for which progress payments 
jhad been made in the past and automotive special tooling charges. The adjustment formerly made to 
jreflect automobile interplant selling prices is no longer required as the basic Trade of Canada series 
since January 1970 values these commodities on this basis. The total adjustments made for balance of 
payments purposes have increased the recorded trade balance by about $14 million. 


Average export prices in the first quarter of 1970 rose by almost 5 per cent over the first 
quarter 1969. On a component basis, excluding the small live animals group, higher than average in- 
reases occurred in the crude and fabricated materials groups. Average import prices increased by 
about 3 1/2 per cent, over the first quarter of 1969. In contrast to exports, import prices for the 
crude materials group generally remained at the same level as in 1969. Except for the food group the 
largest increase was in fabricated materials. Import prices of end products increased by about 3 per 
cent. 


Non-merchandise Transactions 


With the introduction in this quarterly publication of a new presentation of non-merchandise 
transactions with services and transfers grouped separately, there has been a restructuring of some of 
the non-merchandise items. Personal and institutional remittances and official contributions have been 
removed from the "all other current transactions" item and have been show separately under transfers 
with the remaining "all other current transactions" being designated as "other service transactions", 
Inheritances and migrants' funds have also been classified to transfers. Pensions, included pre- 
viously in the government component of "all other current transactions", are also treated as transfers 
and have been transferred to the personal and institutional remittances item. 


In the first quarter of 1970 the deficit on non-merchandise transactions went up by 15 per cent 
ver the first quarter 1969 to $572 million as an 18 per cent rise in receipts to $863 million, was, 
in absolute terms, well below the 17 per cent increase in payments, which rose to $1,435 million, 


On the receipts side the item "other service receipts' accounted for over half the total rise 
in non-merchandise receipts with the remainder spread broadly in travel, interest and dividends and 
freight and shipping. The rise in total payments was on the other hand largely due to increases in 
the items "other service payments" and interest and dividends which together accounted for about three 
juarters of the total increase, 
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$7 million and $8 million respectively. Larger payments by foreign subsidiaries to Canadian parent 
companies were responsible for increased dividend receipts while the rise in interest receipts was 


The deficit on the travel account 
which this year included the effect of 
the Easter holidays continued to grow 
rising by about 13 per cent over last 
year's first quarter deficit to $192 
million. Practically all the increase in 
the deficit arose from travel transactions 
with overseas countries, mainly Europe 
and the Caribbean region. Over the year 
the number of visits to and from the 
United States both increased at about the 
same rate of 8 per cent while the number 
of Canadian visits overseas increased by 
around 45 per cent as against an increase 
of about 34 per cent in the number of 
overseas visits to Canada. As a result 
the ratio of the deficit with the United 
States to total travel deficit fell by 7 
percentage points. 


The net balance from receipts and 
payments of interest and dividends rose 
by about 29 per cent and moved from a 
deficit of $226 million in the first 
quarter of 1969 to $291 million in the 
same quarter of 1970. This net increase 
of $65 million was accounted for by a 
rise of $80 million in payments of in- 
terest and dividends to $389 million, 
which was to a small extent offset by 
higher income receipts. Increased prof- 
its of unincorporated branches together 
with a rise in payments by Canadian sub- 
sidiaries to parent companies in the 
United States were the main factors re- 
sponsible for an increase of $45 million 
in dividend payments. Interest payments 
recorded an increase of $35 million 
resulting both from large sales of new 
Canadian bond issues in the United States 
and Europe and higher interest rates in 
1969. Total receipts of interest and 
dividends rose by $15 million to $98 
million reflecting increases in both div- 
idend receipts and interest receipts of : 


mainly accounted for by larger earnings on official holdings of foreign exchange. The net balance from 


receipts and payments of interest and dividends accounted for about half of the deficit on non-merchan- 


dise transactions or 8 percentage points higher than the corresponding proportion for the first quarter 


of 419694 


The items for interest and dividends do not include "miscellaneous income" which is a part of 
other service receipts and payments in the main balance of payments tables. This income includes the 
return on foreign investments in Canadian securities held, through financial intermediaries, and on 
mortgages, real estate and other investments included in Canada's International Investment Position 


in the category Miscellaneous Investments. 


Also included are revenues from management services and 


from investments associated with the international operations of banks and insurance companies and 
interest paid on inter-company borrowings other than funded debt. Since substantial elements of these 
items have originated either as interest or dividends, they are shown in the following statement. 

For more detailed information on the income account and miscellaneous current transactions, readers are 


referred to the "Canadian Balance of International Payments 1961 and 1962 and International Investment 


Position", pp. 18-19 and 30-31. 


Freight and shipping transactions, linked as they are with the pattern of merchandise trade, 


showed an increase of about 10 per cent in receipts and about 3 per cent in payments, changing a 1969 
first quarter deficit of $6 million into a surplus of $8 million. This is the first time since the 


first quarter of 1958 that a surplus has arisen on this account. 
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Interest and Dividends and Miscellaneous Income 


SI ee a 
Receipts 


Period . i 
Interest Dividends Sub-total Miscellaneous Grand 


| income (1) total 


millions of dollars 


| 1968 eoeeeseeveeeev ev eevee eeveeeanenenee 102 229 331 oz 583 
1969 @eeceeeeeaeoea*eeeeeeeeeve8? 164 242 406 364 700 
| 909! FIM SF2 SPP READ, OOM, 32 51 83 87 170 
7 POON eee cee es 36 78 114 86 200 
ed Q eeeeeeveeeeeeae eae? 31 49 80 92 172 
IV Q @eeeeoeeeenreeeeneeee 65 64 129 99 228 
Bey ery eh ReS: FIRMS! 40 58 98 145 243 
ete eee ee ee ee, Ree Eee Ae kee See eee 
Payments 
Interest Dividends Sub-total Miscellaneous Grand 
income (1 total 
i 
RG See PEAR le AIR be 548 742 1,290 342 1,632 
Ot ee Ge RE Sie to erie 650 714 1,364 390 1,754 
eas? Pode al PRR YY, 142 167 309 92 401 
| I aC cal eh a 174 146 320 99 419 
TT SPE SRI Ss, 151 148 299 96 395 
EIQ terete a%aieis es «6.0 183 253 436 103 539 
ee OSr iQ PR RM 2 177 212 389 121 510 
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(1) In the main balance of payments tables, this is included in other service receipts and other ser- 
vice payments; it includes in addition to investment income, all services associated with inter- 
national banking and insurance operations. 


The deficit on "other service transactions" was reduced by 5 per cent to $106 million. Total 
receipts rose by about 31 per cent to $315 million while total payments went up by about 20 per cent 
to $421 million. The largest change occurred in miscellaneous income on which a deficit of $5 million 
swung into a surplus of about $24 million. This was due principally to higher banking revenues in the 
United States and United Kingdom and to higher earnings on private residents' balances of foreign ex- 
| change resulting from increased holdings and higher interest rates. 

Net transfer payments which rose to $16 million were largely unchanged from the deficit of $14 
million in the corresponding quarter of 1969. The surplus on migrants' transfers and inheritances 
‘nearly doubled to $34 million. There was practically no change in the overall numbers of immigrants 
coming to Canada from the first quarter last year, but there were increases in amounts brought in by 
immigrants from nearly all regions. Further strengthening the balance on this account was a fall in 
_the number of emigrants which led to a reduction of some 14 per cent in the transfers from Canada. 
ie surplus on this account was the highest first quarter balance recorded in recent years. 
| Official contributions in the first quarter of 1970 almost doubled from $16 million in the 
corresponding quarter of 1969 to $30 million. More than one third of this amount was disbursed under 
the international food aid program; expenditures in the form of technical, economic, and educational 
assistance represented about one half. Due to an increase of $5 million in personal and institutional 
remittance payments there was a widening of the deficit on this account to $20 million from $16 million. 


Current Account Transactions in the First Quarter — Seasonally Adjusted 


| In the first quarter of 1970, the current account balance, seasonally adjusted at quarterly 
Yates, moved from a deficit of $114 million in the fourth quarter of 1969 to a surplus of $280 million. 


This improvement in the current account balance was attributable entirely to a 150 per cent increase in 
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the merchandise trade balance to $698 million — the highest quarterly seasonally adjusted trade surplus 
ever recorded. While imports declined 2 per cent to $3,565 million from the fourth quarter of 1969 
there was an increase in exports of 9 per cent in the first quarter of 1970, continuing the upsurge in 
exports which started in the second half of 1969. The non-merchandise deficit, consisting of payment 
balances of $409 million on the service transactions and $9 million on transfers, rose from the previous 


quarter by 6 per cent. 


Total current receipts, after adjustment for seasonal variations, increased by over 9 per cent 
to $5,404 million while total current payments increased marginally to $5,124 million. There were some 
dramatic changes in the service transactions in the first quarter of 1970 over the previous quarter, 
Sizeable increases of over 19 per cent in travel receipts and of 7 per cent in travel payments resulted 
in a smaller deficit on travel. 


Partly as a result of a large irregular dividend payment during the first quarter, interest and 
dividend payments increased by 23 per cent to $423 million; notwithstanding an almost equally large 
relative increase in the receipts which rose to $115 million there was a rise of $60 million in the 
deficit on interest and dividends to $308 million. For the first time in recent years there was a 
small surplus of $2 million on freight and shipping, produced by an increase of 4 per cent in receipts 
and a decline of 2 per cent in payments, 


A small reduction in the deficit 
on service transactions resulted from an 
SELECTED CURRENT ACCOUNT ITEMS improvement of about 12 per cent in "other 

service receipts", which was only partial- 
SEASONALLY ADJUSTED ly offset by an increase of 7 per cent on 
(Semi-logarithmic scale} MILLIONS OF DOLLARS the payments side, The balance on 
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icit of $9 million due mainly to a rise 
of $14 million in payments. 


Seasonally adjusted at annual 
rates, the current account surplus 
amounted to $1,120 million, as against 
the 1969 current account deficit of $722 
million. Also at annual rates, merchan- 
HEISE RG BERET AN dise exports advanced to 14,052 million 

SHIPPING aa é and merchandise imports to $14,260 mil- 
aga! lion. The seasonally adjusted non-mer- 
chandise transactions deficit, taken at | 
annual rates, rose to $1,672 million. In © 
the first quarter of 1970 the ratio. of | 
exports to gross national expenditures at 
market prices, seasonally adjusted at an- 
MERCHANDISE nual rates, rose to about 21 per cent, 
which is the highest ratio in the last : 
\ 


five quarters. 
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With the United States, in the 
FREIGHT AND first quarter of 1970, the over~the-year 
SHIPPING : d 
rate of growth in the merchandise trade | 
surplus was even more marked than the 
50 relatively high growth rate in the over- 
all trade surplus, Thus, with exports 
rising by 7 per cent to $2,637 million 
and imports remaining nearly unchanged 
at $2,461 million, the surplus rose by 
$170 million to $176 million. The im- 
provement in the balance on merchandise | 
trade more than offset the increase in 
the deficit on non-merchandise transac- 
tions, which rose by 15 per cent to 
$451 million, and led to a reduction of 
about 30 per cent in the current account © 
deficit with the United States which fell 
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to $275 million. Increases in merchandise exports were concentrated in the crude materials group and 
in end products, mainly petroleum and automobiles. The decline in residential construction in the 
United States reduced the demand for lumber exports. On non-merchandise, a relatively sharp increase 
of $64 million in the deficit on interest and dividends was partly offset by a relatively significant 
improvement in the net flow on migrants' funds and inheritances (a deficit of $10 million giving way 
to a surplus of $2 million). Other non-merchandise transactions, mainly miscellaneous income and 
_ services, produced a further net deterioration of about $8 million in the balance on invisi- 
bles. 


p 
| 


| With the United Kingdom, total current account receipts rose to $480 million and total payments 
-went up to $299 million producing a surplus of $181 million, up 57 per cent from the first quarter last 
year. More or less in line with the general pattern of merchandise trade with non-United States markets 
‘merchandise exports rose by 16 per cent to $335 million and merchandise imports increased by about 5 
‘per cent to $181 million. The sharp rise in exports to the United Kingdom partly due to an improved 
economic climate in that country, reflected also a rebuilding of United Kingdom inventories of certain 
Canadian commodities following the disruption of supply caused by strikes in Canadian industry last 
year. There was in addition a significant improvement on non-merchandise transactions where last year's 
small deficit was changed into a surplus of $27 million. The improvement came from a relatively large 
increase in the surplus on miscellaneous income which went up by $40 million. Partly offsetting the 
large increase in the surplus on this item and smaller ones on freight and shipping and business ser- 


vices, there was a deterioration in the balance on government transactions, interest and dividends and 


travel amounting in all to $13 million. 
} 


' With the Rest of the Sterling Area, the current account balance almost doubled to $68 million 
due to a larger trade balance which went up to $73 million. Total receipts, three quarters of which 
came from merchandise exports, rose to $236 million, and total payments, two thirds of which were 
merchandise imports, increased to $168 million. There were increases in exports to Pakistan, Australia, 
Jamaica and a decrease to India mainly on account of reduced wheat shipments. A rise in imports of 


meat and metals from Australia contributed to an important increase in Australian imports which nearly 
doubled to $24 million. 


| With the OECD (Europe) group of countries, the current account balance in the first quarter of 
1970 moved from a deficit of $42 million to a surplus of $14 million. This increase arose from an 
improvement of over 100 per cent in the trade balance which rose to $113 million and a small increase 
in the non-merchandise deficit which increased to $99 million. The strength of exports to this group 
of countries derived from the relatively high level of economic activity in Europe besides possibly 
reflecting some of the effects of the revaluation of the Deutschemark which took place last year. 
Increased exports of copper, nickel and aluminum to West Germany largely contributed to a spurt of over 
36 per cent to about $77 million in exports to that country. Relatively substantial increases also 
pecurred in exports to France, Italy, Netherlands, Norway, Spain and Sweden. There were smaller in- 


creases in imports from West Germany, Italy and Netherlands and a decline in imports from France and 
Sweden. 


With Other Countries total current receipts increased to $505 million and total current pay- 
nents went up to $443 million. The current account balance with this group of countries rose as a 
result from $8 million in the first quarter 1969 to.$62 million this year. Exports which grew by 37 
oer cent to $432 million were again mainly responsible for this improvement. The rate of growth of 
nerchandise imports, which increased to $326 million was less than on third of the exports growth rate. 
ixports to Japan, Peru, Venezuela, Mexico and Puerto Rico increased. Shipments of wheat to the U.S.S.R. 
vere up by about $16 million but exports of aircraft to Brazil went down. Increases in imports from 
Japan and Colombia were partly offset by reductions in imports from China, Venezuela and Mexico. The 
leficit on non-merchandise transactions increased by $32 million mainly on account of higher official 


contributions (which in 1970 were three times as large as a year earlier) and miscellaneous income 
oayments, 


Total current and capital account receipts by Canada from transactions in the United Kingdom 
ind other overseas countries totalled $265 million. An exceptionally strong current account balance 
yroduced a surplus of $325 million while net capital inflows in long-term forms amounted to $66 million. 
short-term capital movements led to a net outflow of $126 million. 

The $269 million total of the net receipts from the United States and overseas countries togeth- 
‘xr with the gold production available for export of $25 million and the $133 million for the allocation 
if Special Drawing Rights resulted in a $527 million increase in net official monetary assets. 


If the credit representing new gold production available for export is excluded, Canada's 
urrent account deficit with the United States in the first quarter of 1970 was $300 million. Capital 
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flows between the two countries produced a net influx of $404 million as long-term movements led to a 
net inflow of $576 million while capital movements in short-term forms produced a net outflow of $172 
million. In sum these transactions with the United States gave rise to net receipts by Canada of $104 


million. 


Capital Movements 


The net movement of capital between Canada and other countries in the first quarter gave rise 
to an inflow of $344 million, or about the same amount as in the fourth quarter of 1969. Reflected in 
this figure was a higher inflow of capital in long-term forms (up $130 million to $642 million) as well 
as an increased outflow of short-term capital of $298 million or almost double the fourth quarter's 
level. A sharp improvement in the current account balance resulted in a surplus of $50 million and in 
addition, in January Canada received its allocation of $133 million of Special Drawing Rights from the 
International Monetary Fund. On balance, therefore, a substantial $527 million was added to Canada's 
net official monetary assets during the quarter. 


Sales of Canadian new issues to non-residents, at $520 million, were again the major factor 
contributing to the net inflow of long-term capital during the quarter. Transactions in outstanding 
securities gave rise to a large net inflow of $118 million resulting almost entirely from net sales of 
United States equities. Inflows for direct investment in Canadian concerns totalled $165 million, or 
slightly above the fourth quarter level, but these were largely offset by increased outflows of $110 
million for direct investment abroad. Retirements of foreign held Canadian securities declined to 
$86 million. The effect of adjusting actual long-term capital inflows to reflect the timing of security 
offerings is given in the accompanying statement which shows that deliveries were in excess of offerings 
by $13 million during the quarter. However, the balance of offerings undelivered at the end of the 
quarter remained high at $771 million. 


Capital Movements in Long-term Forms The net outflow of $298 million arising 
from capital movements in short-term forms in 
Adjusted to the first quarter compared with a $164 million 
eee Actual reflect timing outflow in the fourth quarter of 1969. The 
Period ; ‘ ; ; 
inflow of security more prominent transactions were net outflows 
offerings of $467 million in the "other short-term 
millions of dollars capital transactions" category which was partly 
offset by an inflow of $241 million resulting 
NO CSme rerteaeuenrere + 1,590 + 2,142 from a decrease in residents' holdings of 
LO GO mis tates olicheretels + 2,162 + 2,020 foreign bank balances and other short-term 
funds abroad. 
1969 TR Qu ye + 543 +19 £565 
1G O) noe +) 91483 + =) 48S The net spot holdings of foreign cur- 
TEE ON on oc + 624 +) <477 rency claims (excluding gold) on non-residents 
TV EQIereiere ae SEZ ge | AMIS of the Canadian chartered banks fell ona 
transactions basis by $222 million in the 
1970 ON on + 642 + 629 quarter while those with Canadians rose by $72 
million to produce an overall decrease of $150 | 
million, 


Claims on residents of the United States fell by $362 million while claims on residents of 
overseas countries rose by $294 million. Liabilities to these areas decreased by $61 million and in- 
creased by $215 million respectively. Foreign currency claims on Cnadians were increased by $73 million 
while liabilities rose by only $1 million. Thus the net decrease of $150 million in the Canadian 
banks' foreign currency assets reflected a reduction in net assets of $301 million with residents of 
the United States and increases of $79 million and $72 million with residents of overseas countries and 
Canada, respectively. These figures cannot be identified separately in the balance of payments pre- 
sentation in this report but form elements of several of the items. 


Direct Investment 


Transactions affecting long-term investment in Canadian subsidiaries and affiliates of foreign 
companies in the first quarter of 1970 resulted in a net capital inflow of $165 million - about the same 
level as in the final quarter of 1969 but $35 million higher than in the corresponding quarter of that | 
year. About three quarters of the flow originated in the United States while the bulk of the remainder j 
came from continental Europe. Particularly prominent was an investment by a Swedish concern in the | 
mining industry which represented about half the flow from overseas countries. Takeovers of existing 
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assets and reclassifications accounted for about a fifth of the total inflow. The mining industry 
received the largest share of the net inflow although the petroleum and manufacturing industries also 
received significant amounts. 


| Direct investment abroad by Canadians during the quarter under review led to an exceptionally 
large net outflow of $110 million. Almost three quarters of the flow was destined for the United States 
and most of the balance to overseas countries other than the United Kingdom. The manufacturing indus- 
tries in Canada notably the non-ferrous industry contributed almost two thirds of the net outflow. 


Security Transactions 


New Issues of Canadian Bonds Sold to At $551 million the first quarter 
United States Residents inflow from international portfolio security 
transactions was sharply higher than the 
period Offer- De- Unde- $289 million net inflow recorded for the 
| ings liveries livered(1) fourth quarter of 1969. Net inflows of 
. millions of dollars $460 million, $27 million and $67 million 
| came from the United States, United Kingdom 
HES 50+ 510» wis ove L3907 1305 926 and continental European countries re- 
Se 1,180 322 784 spectively, and an outflow of $3 million 
took place in transactions with residents 
1969 TiO eek. is 392 370 948 of all other countries. Sales abroad of 
BO) sistas 296 296 948 new Canadian issues recovered in the first 
IDE IL 0)" apenas 256 403 801 quarter to $520 million, up from $335 million 
VIMO ates cians 236 253 7184 in the fourth quarter of 1969 but were 
still substantially less than the figure of 
L970 Te Oa Fos 406 419 vial $637 million for the first quarter of 1969. 
Provincial government issues both direct 
(ft) At end of period. and guaranteed, at $255 million, again 


represented the bulk of new sales, but 
sales of corporate and municipal bonds were 
also significantly higher at $190 million 


NET INFLOWS OF PORTFOLIO CAPITAL FROM aptecGin ill ome cespectively. fom ouine 


INTERNATIONAL SECURITY TRANSACTIONS abroad as a proportion of gross new Canadian 
issues fell to less than 30 per cent from 
§ MILLIONS almost 40 per cent in the first quarter of 
BOO —— 1969. Sales in continental Europe of $60 


million in the first quarter, or approxi- 
mately 12 per cent of total foreign 
borrowing by Canadians, compared with sales 
in the first quarter of 1969 of $193 
million, some 30 per cent of total borrowing 
abroad. Conversely, inflows of $442 million 
from the United States were slightly more 
than the $434 million recorded for the same 
period in 1969 despite the decline in total 
new issues abroad in the first quarter. 


On a proportional basis the inflows 
from the United States represented approx- 
imately 85 per cent of total borrowing 
abroad compared with 68 per cent in 1969. 
Inflows from the United Kingdom, at $18 
million were $10 million higher than in the 
first quarter of 1969. A sizeable net 
inflow in March from transactions in out- 
standing Canadian securities reversed a 
series of outflows dating back to November 
1969, and led on balance to no net movement 
of funds in the first quarter. Retirements 
of Canadian bonds and debentures held abroad 
were slightly higher than a year earlier in 
all sectors except corporate giving rise to 
outflows of approximately $86 million 
compared with $70 million in the first 
quarter of 1969, 
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An unusually large net inflow of $118 million from trading in outstanding foreign securities 
during the first quarter was the largest quarterly inflow on record, and exceeded the net inflow from 
outstanding security transactions for the whole of 1969. The inflow in the current period was due 
almost exclusively to net sales of United States equities, amounting to some $116 million. New issues 
of foreign securities sold in Canada and retirements of foreign securities held by Canadians gave rise 
to small capital movements of $3 million and $2 million respectively, compared with new issues of $6 
million and retirements of $3 million in the fourth quarter of 1969. 


Other Capital Flows in Long-term Forms 


Disbursements by the Canadian Government under intergovernmental loan programs totalled over 
$20 million in the first quarter of 1970 = all under the development loan program. Geographically 
almost all of the disbursements went to Asia. In addition Canada subscribed over $2 million to in- 
ternational development agencies and became a member of the Bank for International Settlements by 
subscribing almost $3 million for shares of BIS capital stock. In contrast to the previous quarter 
when Canada received the regular $20 million from the United Kingdom on the 1946 loan there were no 
repayments during the first quarter of principal on earlier loans. 


Export Credits(1) Extended Directly or Indirectly at Risk of the Government of Canada 


Wheat Other commodities 
Year 

and a EES SS Total 

quarter Ad- Repay- Net Ad- Repay- Net 

vances ments vances ments 
millions of dollars 

L9O8:~. SEM ee ear tee - 143 + 216 + 73 - 89 + 45 - 44 + 29 
LOGON. ee evever settee 2 - 101 + 119 + 18 - 76 + 49 - 27 - 9 
1969 TAQ) Mase see es - 25 + 20 =D) - 20 + 12 - 8 - 13 
TEAL HO ey SIS A Seat - 39 ane GL) - 24 - 17 + 11 =) 6 - 30 
LILLE MO ee eters Picoats - 18 + 32 + 14 = 22 + 15 S247 + 7 
EV iy OM echt or etele - 19 + 52 + 33 - 17 + 11 = 86 + 27 
1970 TSO Oe terctme - 29 + 40 + 11 - 17 + 18 + 1 + 12 


(1) Medium and long-term. 


Transactions during the quarter arising from the financing of medium and long-term export 
credits extended from Canada directly or indirectly at the risk of the Government led to a net capital 
inflow of $12 million or $15 million less than the preceding quarterly amount of $27 million. This 
reduction was due both to increased advances by Canada and to declining repayments by recipient coun- 
tries. Amounts outstanding on a disbursement basis totalled almost $500 million by the end of the 
first quarter which, however, excludes a large amount already committed but not disbursed. 


The remaining capital movements in long-term forms, which include bank and other long-term 
loans, mortgage investments and movements of insurance funds, led to a net inflow of $49 million 
compared with a somewhat higher inflow of $64 million in the fourth quarter of 1969. 


Capital Movements in Short-term Forms 


Capital movements in short-term forms (apart from changes in net official monetary assets) led 
to a net capital outflow of $298 million in the first quarter of 1970 or $134 million more than in the 
previous quarter, Short-term yields both in Canada and abroad eased in the first quarter from the 
exceptionally high levels prevailing in December. Yields on Canadian treasury bills and representative 
finance company paper fell by 81 basis points and 123 basis points to 7.00 per cent and 7.74 per cent, 
respectively, while yields on United States treasury bills and three-month Euro-dollar deposits fell 
by 193 and 163 basis points to 6.45 per cent (on an adjusted basis) and 8.50 per cent respectively. 
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Interest rate differentials between Canadian and United States treasury bills widened from 57 
basis points in favour of the United States at the end of 1969 to 55 basis points in favour of Canada 
at the end of the first quarter. The forward rate on the United States dollar moved from a discount of 
.06 per cent at the end of 1969 to a premium which fluctuated on a monthly average between a high of 
.28 per cent during February to a low of .08 per cent in March. 


A decrease by Canadian residents of their holdings of foreign currency bank balances and other 
short-term funds abroad produced a net capital inflow of $241 million. A decline of about $220 million 
in the Canadian chartered banks foreign currency net spot position with non-residents was a significant 
factor in this movement. Canadian holdings of swapped deposits rose on balance in the quarter by about 
$63 million to $1,614 million after reaching a peak on January 21 of $1,728 million. 


Non-resident holdings of Canadian dollar deposits rose by $30 million in the first quarter, 
Residents of the United Kingdom decreased their holdings by $23 million but this was more than offset 
by increases of $44 million, $7 million and $2 million in holdings by Western Hemisphere countries, 
other foreign countries, and international agencies, respectively. Government of Canada demand liabil-~ 
ities in the form of interest-free demand notes issued to international investment agencies declined 
by $2 million in the first quarter of 1970. Non-residents increased their holdings of Canadian treasury 
bills by $6 million to $113 million in the quarter. Increased holdings of $18 million by private non- 
residents, especially those from the European Economic Community, were partially offset by a reduction 
in holdings of foreign official institutions. 


Transactions in finance company paper, mostly with United States residents, accounted for $78 
million of the total net outflow. This was the largest quarterly movement from transactions in finance 
company paper since the first quarter of 1969, even though gross trading was considerably lower than 
at any time since then. Other finance company obligations (including borrowings from foreign banks and 
inter-company accounts) resulted in a net outflow, $34 million, for the first time since the third 
quarter of 1968, Finance company transactions included with capital movements in long-term forms were 
not significant during this quarter. Although giving rise to a net inflow of capital of only $7 
million, transactions in commercial paper increased sharply from the fourth quarter level, due mainly 
to trading with residents of the United Kingdom. Sales and re-purchases with the United Kingdom 
largely comprised temporary transfers, so-called "week-end money", and contributed to the largest 
turnover on record in this class of security. Dealings in other short-term paper (comprising mainly 


notes of banks, mortgage loan companies, and municipal and provincial governments) led to a net outflow 
of $1 million. 


All other transactions led to a net capital outflow of $467 million. Among identifiable items 
the bulk of the net capital outflow reflected changes in intercompany accounts. On balance Canadian 
companies made substantial repayments on accounts owing abroad and at the same time extended additional 
credit to their foreign affiliates, About half of the overall net outflow represented amounts which 
have not yet been identified. 


Official International Monetary Assets and Liabilities 


Canada's net official monetary assets increased by a substantial US $492.million during the 
first quarter to US $3,597 million. Included in this increase was an amount equivalent to US $124 


million, representing Canada's share of the US $3.5 billion of Special Drawing Rights which the 


International Monetary Fund allocated to participating member countries on January 1, 1970. Canada's 
subsequent transactions in Special Drawing Rights increased its total holdings to US $133 million by 
the end of the quarter. 


Holdings of United States dollars and other convertible currencies increased by US $313 million 


and US $2 million to levels of US $2,057 million and US $14 million respectively. Monetary gold hold- 


ings increased by US $7 million to US $879 million largely as a result of International Monetary Fund 
gold sales to Canada, 


Canada's reserve position with the International Monetary Fund totalled US $515 million at the 


_end of March an increase of US $37 million for the quarter. Drawings by France and Fund use of Canadian 


dollars accounted for US $63.8 million in the period. Canada also augmented the Fund's Canadian dollar 
resources by making a loan under the General Arrangements to Borrow equivalent to US $24.5 million. 


| Repayments in Canadian dollars by foreign countries for previous drawings amounted to US $18.1 million 
_in the quarter. 


The total of the above transactions provided for an overall increase in Canada's net official 
monetary assets in the first quarter expressed in Canadian dollars of $527 million. 


a 


The Canadian dollar showed strongly on the foreign exchange markets throughout the quarter, 
The spot rate for the Canadian dollar closed at 107,25 cents for US $1.00 a significant premium above 
the official parity of 108.108 cents (which was retained until the end of May 1970) and close to the 
upper support limit used in practice by the authorities under the fixed exchange rate system. 


United States Dollar in Canada Pound Sterling in Canada 
iod High L Clos Noon High Lo Clos gen 
Perio ig Ow dh average 8 hw! ~ average 
Canadian cents Canadian cents 

V9 6 Sa renevetencs ere die ce 109.00 LOW Pe PS 107.28 LOPES 262.63 25 2D 2 DOe 257.94 
VO 69 ssa eloverateresoes LOSm2» LOFe25 107.28 107.68 258.89 2 he 2 eS PAS As) 
1969 DOM exaces « 107.84 LOZ 5 107.66 107.46 258),0D Zee PAST): tev 256.83 
eT Oi er i vxeke 108.16 107.50 108.09 LOO 2590202 PSX SW 220 252 PAT ays 

INE ON Ana - 108,25 107.66 NOAH 107.90 258.89 256.38 257 57 25 Do 

TA OL saene Ger 108.06 107.28 107228 _107.60 258.27, 251s 20 25 aD DSW AOS: 

1970 TO Breteye tes 107.38 LOWe2 5 107225 107228 258.42 YS PAE Pe Sfove lis 257.86 
DT ALUMATSY peieee acts P 107.34 LOZ eZ 107.25 LOs=a2s 257.80 251220 2D OU, DSH] SS" 
Hebrwainya serve cls 107.38 LOT E25 TOWe2S MOE Stil 258.42 257.69 25 omn25 258.04 


Maxchies ois vetapais ore 107.34 107525 LO7 2295 LOUe20 220539 251009 258.11 258.08 
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THE SYSTEM OF NATIONAL ACCOUNTS 


In Canada, the National Accounts have been 
developed since the close of the Second World War 
in a series of publications relating to their con- 
stituent parts. These have now reached a stage of 
evolution where they can be termed a ‘‘System of 
National Accounts’’. For purposes of identification, 
all publications (containing tables of statistics, 
descriptions of conceptual frameworks, and descrip- 
tions of sources and methods) which make up this 
System will now carry the term ‘‘System of National 
Accounts’’ as a general title. 


The System of National Accounts in Canada 
consists of several parts. The annual and quarterly 
Income and Expenditure Accounts (included with 
Catalogue Nos. carrying the prefix 13) were, his- 
torically speaking, the first set of statistics to be 
referred to with the title ‘‘National Accounts”’ 
(National Accounts, Income and Expenditure). The 
Balance of International Payments data, (Catalogue 
Nos. with prefix 67), in their more summary form, 
are also part of the System of National Accounts 
and they, in fact, pre-date the Income and Expendi- 
ture Accounts. 


Greatly expanded structural detail on industries 
and on goods and services is portrayed in the Input- 
Output Tables of the System (Catalogue Nos. with 
prefix 15). The Indexes of Real Domestic Product 
by Industry (included with Catalogue Nos. carrying 
the prefix 61) provide ‘‘constant dollar’’ measures 
of the contribution of eachindustry to gross domestic 
product at factor cost. Inputs and outputs are related 
in Productivity Studies (Catalogue Nos. with prefix 
14). 


Both the Input-Output Tables and Indexes of 
Real Domestic Product by Industry use the establish- 
ment as the primary unit of industrial production. 
Measures of financial transactions are provided by 
the Financial Flow Accounts (Catalogue Nos. with 
prefix 13). Types of lendersand financial instruments 
are the primary detail in these statistics, and the 


legal entity is the main unit of classification of 
transactors. Also, provision is made in the System 
for incorporation of balance sheet (wealth) estimates 
when such data are sufficiently developed. 


The System of National Accounts provides an 
overall conceptually integrated framework in which 
the various parts can be considered as interrelated 
sub-systems. At present, direct comparisons amongst 
those parts which use the establishment as the 
basic unit and those which use the legal entity can 
be carried out only at highly aggregated levels of 
data. However, the Dominion Bureau of Statistics 
is continuing research on _ enterprise-company- 
establishment relationships; it may eventually be 
feasible to reclassify the data which are on one 
basis (say the establishment basis) to correspond 
to the units employed on another (the company or 
the enterprise basis). 


In its broad outline, the Canadian System of 
National Accounts bears a close relationship to the 
international standard as described in the United 
Nations publication, ‘‘A System of National Accounts’’ 
(Studies in Methods, Series F., No. 2, Rev. 3, 
Statistical Office, Department of Economic and 
Social Affairs, United Nations, New York, 1968). 
In the future, a document on the conceptual frame- 
work of the Canadian System of National Accounts 
will be prepared for publication by the Dominion 
Bureau of Statistics. This document will furnish the 
broad theoretical outline of the System. The finer 
conceptual details, the statistical tables, and the 
descriptions of sources and methods as they pertain 
to the individual parts of the System, will appear in 
the various regular and occasional publications 
relating to those parts. 


Following is a reconciliation statement of the 
current account of the Canadian balance of payments 
and exports and imports of goods and services as 
used in the Income and Expenditure Accounts. 


Exports and Imports of Goods and Services 
Reconciliation Statement 


1969 
1968 1969 ee 
LQ | I1Q | IllQ IVQ 
millions of dollars 
Exports of goods and services: 
“Current receipts’? as per Canadian Balance of International Payments | 17,208 | 18,887 4, 200 4, 815 4, 886 4, 986 4, 799 
Deduct: 
Current transfers: 
MORO TEM CHANCOS. ClGe tinct. cc0.k se estecernacvade ta tenstotecans tedteececesteaeoaeee - 96 ~ 99 — 24 a 25 - 25 = 25 - 25 
Capital transfers: 
TBREMIVANCES ANG MSTANtSA LUNAS LBM sce ecd. eestor cnesedverseueas iecesncesenants = 370 e565 = 62 =. 100 - 109 = - 72 
Total ‘‘exports of goods and services’’ as per National Accounts ............ 16, 742 18, 425 4,114 4, 690 4. 52 4, 869 4,702 
Imports of goods and services: 
“Current payments’? as per Canadian Balance of International Payments | 17, 268 19, 609 4, 458 5, 126 4,853 5, 172 4, 749 
Deduct: 
Current transfers: 
SNe tea MCMC ATTIO SY Lee Seok ayer vee cas uo oad cnitunc cnlasesesgncatausnesxacbhoncenicces - 148 - 162 - 40 - 39 =) 44 42 - 45 
CUSRLES cine etendl tn Dah Akoya sete tate scene eee aan lle. ae Aetna steed neha - 133 - 143 - 16 - 48 - 46 =—"33 — 30 
Capital transfers: 
PACT UCES AN ML CTADUS? LUTGS® v..cn.-.c<c-ss000s-scecnteeacecsncasssesssaransernvarecs -— 209 - 190 — 44 = El =e - 43 - 38 
Add: 
BsNiGs BP RUN Ct Send ROO IS ne nee Se a aE ee aaes vey woke dinenisvhunnerdaseinxisermiecs 209 232 46 Ge 48 65 61 
Total ‘‘imports of goods and services’’ as per National Accounts. ............ 16, 987 19, 346 4, 404 5, 062 4, 761 5, 119 4,697 
a5 A 


1 Investment income is taken into the balance of payments net of withholding taxes. 


= 16 < 
TABLE 1. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS (1) 
Current Account 
Line ACCES 


Item 


millions of dollars 


Current receipts 
1 Merchandise exports (adjusted) (2) ...-c.cecccvccsccencccene 35017 || S512 e 35542 |) acon, | eSetos te 25002 


Service receipts 


2 Gold production available for eCxXpOrt eee eeeseceeesvees 33 27, SY. 28 sak 28 
3 TEN AL ola oeio oy atebstomarsh svetarekeneisvoteion eters sore elotetahetsels Grete 5 79 235 548 130 90 260 
4 Interest and dividends ........ Mate, ciaWav at eie rene ete ic duokenene erelciens 61 78 78 114 83 114 
5) Freight and shipping ....--cceccccooee Mists: «Toles eens: 4 koe @ Sit 192 229 234 239 201 236 
6 Other service Geced pts eres) ilo lsiclelets dish o-Hrotaeretleiae Geestete es 213 297, 217 220 240 247 
7 Total service receipts ........ Pickelene Kerisrers swsercoe 578 786 1,109 #32 645 885 


8 Sub-totals, exports of goods and services ....--..-- é 3,595| 4,298} 4,451] 4,398 | 4,114] 4,690 


Transfer receipts 
!) Inheritances and immigrants' funds .......... oe 55 2) 131 85 62 100 
10 Personal and institutional remittances(3) ....----+eeeee 5 23 Ps; 24 24 24 25 


LL Totalecunrent wre cedipitzappatcis laters elaie\elel eleletofeleieoleletelte Sovails 3,673 | 4,422} 4,606} 4,507 | 4,200) 4,815 


Current payments 


12 Menchand i seudtmports (adi jtsted))!(2))mtssisi-leterelels)eieisieleletetstcleleieis 25754 |2 3, 240)| 825859) 135409 [9935230 lees e706 


Service payments 


13 TEAVG Ly sisters cusvetaleyelsve eco ayevolelal e.svowal stone. a¥oieve oleae! si evers-6.6 BN PE Gas ete ate 209 258 SWyifis) 173 260 346 
14 interest ang dinpidendic ss creteisiess cicie cre iieare sale Sa; 293 314 297 386 309 320 
(BS) Bretght and shipping alt <> oe SHA kosegannOb7abSone : 193 243 247 254 207 260 
16 Other service payments ..... : Feiss) eral ete lenses oats ae 340 342 340 352 352 357, 


17 Total service payments) syacn sc os6 BEctolaat ststelcisiterersterotsy oles 1,035) Ly L57 |) 915259 |) SLs L6S: | eZee tees 


18 Sub-totals, imports of goods and services ....... iene 3,789 4,297 4,118 4,574 ME BYSXS) 4,989 


Transfer payments 
19 inheritances and semisrants LUNGS werslcsie crete is clere olsisraler ele 47 54 Li ByiL 44 50 
20 Personal and institutional remittances(3) ......s++-e- 38 SF 36 Bi, 40 39 
21 Official contributions ....... , see we ateteletereistesiets 14 40 50 29 16 48 


22 Totalecucrentupaymentismes sive slestslertsciteelsie ers 2 3,888 | 4,428] 4,261} 4,691] 4,458] 5,126 


Current account balance 
23 Mer chandiis@ St rad 6 cue cece ave csrelrerostarelotslete evassistels soc sis archeloueeievare + 263 + 372 + 483 + 258 + 239} + 99 


Service transactions | 


24 Gold production available for export ............ ° + 33| + 27| + 32] + 28} + 31] + 28 
25 EV AV, EL oss te or steve oie'slele a) sels chore stataleteretatens SOO ACO OG OOO DUO - 130} — 23] +173] — 43] —170] — 86 
26 Interest and dividends ......... 56 “ BOO ODIO Cm: OC — 232] — 236 — 219} — 272] — 226| — 206 
739] Freight and =shippime «si. sce oe oe diets 5 : =" P| —Le|> =] 134) — aS == 6) — eee 
28 Othereservices transacesonsme.\sicteterclsle avert ieeereee BOC HO OC ae Wy i Wo Te ee A) — 132 — 112} — 110 
29 Balance on service transactions .......- POLO O OL OOOO OC C — 457} — 371} — 150] — 434] — 483] — 398 — 
30 Balance*on goods and serviiCeg ais ssc sleleleisierae oe payee — 194] + 1 + 333 — 176 — 244) — 299 
31 NG@t branShersith steics oisiete cist o cise mies ore olen ieveceiots Bieiethe aecvenete eat) — 7 + 12 - 8 — 14] -— 12 
a} | aM) | Re“ Tetalgeurnentjaccoumt balance a-.-. «eenin seas ‘ —215| — 6| +345] —184] — 258] - 311 | 


(1) Data for 1968, 1969 and 1970 are preliminary. 
(2) Trade of Canada figures with certain valuation and timing adjustments appropriate for balance of payments - see Table 6. , 


(3) 


ae fe 


TABLE 1. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS( 


Current Account 


1) 


1969 1970 
1968 1969 


millions of dollars 


35550, 4,055 3,936 13,538 
29 22 25. 120 
585 144 107 992 
80 129 98 331 
243 254 220 894 
258 265 315 867 
Pe 195 814 766 3,204 
4,752 4,869 4,702 16, 742 
109 92 72 370 
2D 25 25 96 
4,886 4,986 4,799 17,208 
3,316 3, 766 3314 V2 LOZ 
468 206 299 ESOL5 
299 436 389 1,290 
262 265 23 937 
368 381 421 1,374 
1,397 1,288 1322 4,616 
4,713 5,054 4,636 16,778 
53, 43 38 209 
41 42 45 148 
46 33 30 133 
4,853 Dig 2 4,749 17,268 
+ 241 + 289 + 622 +) 1,376 + 
ay WAS) + 22 + 25 + 120 + 
+ 117 — 62 — 192 - 23 = 
— 219 — 307 — 291 a) UR - 
i alle) —- il + 8 - 43 - 
— 110 — 116 — 106 — 507 - 
— 202 — 474 — 556 — 1,412 _ 
a oh) — 185 + 66 - 36 - 
- 6 me! — 16 = 24 = 
ap ase) — 186 + £50 = 60 = 


Personal and institutional remittances include pension payments. Prior to 1 Quarter 
line was included in "all other current" transactions. 


14,886 


110 
1,079 
406 
934 
1,010 
3,539 


18,425 


363 
99 


18,887 


14,018 


1,280 
1,364 

994 
1,458 
5,096 


19,114 


190 
162 
143 


19,609 


868 


722 


Four quarters 
ended 
1Q 1970 


Acct. 


No. 


Line 
No. 


12 


13 
14 
15 
16 
17 


18 


19 
20 
21 


22 


23 


24 
25 
26 
7a 
28 
29 


30 


31 


32 


1970 publications, the total of this 


- [8 - 


TABLE 1. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS(1) - Concluded 


Capital Account(4) 


Line Aect, 


Item 


millions of dollars 


Direct investment (5) 


33 In Canada aie Fy 2OR ete 229) je Oe Las +1305) +) 240 
34 INORG Gen soe were 4 é — 66 ae bys - 9 —- 77 - 55 -— 110 
Portfolio transactions 
Canadian securities 
£N5) ° Omtis Candimer bonds: ee cla e\ ele) euepeietel oe nlciers c/eke ° 4 oe OZ is I eS |e ys eto |e 
36 OWtstanding stocks. .1s 5 60 he hyell| Toes Set dese EKO || ey eos: ae eal Se gl 
37 WAT MIE KS Spacdouwoomaon eo noe = SOK + 407 + 708) | ot 452 | 1.366 Hr 637 ne outs! 
38 Retirements .... — 124 | — 120 | — 37 | — 114 | — 70 | — 126 
Foreign securities 
39 Outstanding issues ...... - < —- 75 | — 127 | —121 | — 102 |-—- 49 |—- 6 
40 7 New SSUGS ie cise o sate snorel : r =aPe23o | 1-9 OF 14 24 ee 2 
4l Retirements ... SOO GO OOUIOES AOTC Orne Die + 9 + 7 + 3 + $8 + Z ape ake, 
Loans and subscriptions - Government of Canada 
42 Kdvanicesw ec ciete ate svelers ia : - 10;- 8j|]-— 16 }]- 44 }-— 11 4]- 43 
43 Repayments ...cccccccesee s ° . ce 2 + zy =f 1 _ = + 2 
44 Columbia River Treaty .... : é 5 ieee - = = — + 88 = a 
45 Export credits directly or indirectly at risk of the 
Government of Canada Gi Ul +) on o— 8 1a— 95. — ers — 30 
46 Other Tong=term ‘capital ‘eransactilons joie. ccc cee sles ovelele —— 5 lie elle 66 BL 7. i —* eval eee 


47 Balance of capital movements in long-term forms 
(Lines 33-46) ic. is sde camcee sclera scdererilecteraevoees ont tatos Ui ted4e gle G 200. MEE eso ane ieee 


48 Resident holdings of foreign bank balances and other short- . 
term funds abroad ...... : — 124 | + 27 | — 148 | - 164 | — 156 | — 569 | 


Non-resident holdings of Canadian: 


49 Dollar idepost tems ccs she eet CREE C ke : ay 8 aera eee To ei + 25 
50 Government demand liabilities .......... , : — Ga BR ae 27 eee | 
51 Treasury bills. see weeierers é sueieele 5 +) 235 [t+ ak 1 ee SS eae Ses 
52 Commercial paper ; 4 F 7 SL HO ees a ne | as yee | 
53 Finance company paper Binteve sibere whidiskeite > - 60 |} — 35 | — 36 - +159. |) 7 | 
54 Other short-term paper ..... 5 waists , 7 le 1 je — DE 2 eee | 
55 Other finance company obligations ..... aerate gsi ave a = 6 | 2 SAN 23 | eee 
56 Other short-term capital transactions(6) ... : = 524 |= 85 | — 375 |e 182 \i— 347 | ee2oe 
57 Balance of capital movements in short-term forms : 

(lines 48-56) . é — 681 | — 116 |} — 543 | + 159 | — 323 | — 226 
58 Total net capital balance .... : aia eayer — 549 | +626 | — 183 | + 515 | + 220 | + 257 
59 Allocation of Special Drawing Rights ...... este aris noe as oes eee 

Net official monetary assets(7): 

60 Official international reserves ......... EOS + 486 + 28 331. (638. oe 
61 Official monetary liabilities . . . — 269 io lists: + 134 = _ - H 
62 Net official monetary assets .... ; ‘ ° - — 764 + 620 + 162 + 331 -— 38 = «54 | 


(4) A minus sign in Accounts D and E equals an outflow of capital from Canada and represents an increase in holdings of assets 
abroad or a reduction in liabilities to non-residents. 
(5) Exclusive of undistributed profits. 


ates 


TABLE 1. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS(1) - Concluded 


Capital Account (4) 


1969 1970 Four quarters . 
1968 1969 ended BES pane 


millions of dollars 


D 

+ 95 + 160 + 165 + 610 + 625 + 660 1 33 
=a 30) — 60 = la =) lS = DBS: = gle 2 34 
= 1 + 2 + 4 = 69 + i = 12 Bete pS 
ee TAG: = 16 = fh + 112 + 61 + 20 Ba aeG 
+ 573 + 335 + 520 + 1,933 + 2,058 + 1,941 4 ay 
3) YA) = 130 — 86 = 395 — e375: =. Gh 5 38 
+ 67 + 101 + 118 E25 + 113 + 280 6 39 
- 5 - 6 - 3 - 70 = 43 = 35 7 40 
+ 2 + 3 + 2 + 27 + 26 + 26 8 41 
= 1G = Ss = 78 = 89 = ioe 9 42 
=: + 20 = + 5 + 20 + 22 10 43 
= + 32 = + 88 + 32 + 32 LY 44 
+ 7 + 27 + 12 + 29 = 9 + 16 12 45 
= 5 + 64 + 49 = 42 = 5 + 115 13 46 
+ 624 + 512 + 642 + 1,590 + 2,162 + 2,261 |E 1 47 
— 622 1262 + 241 —- 409 — 1,609 =F 1292) DLT ea eSs 
= A + 50 + 30 + 70 + 61 + 101 14.1 | 49 
+ 1 Sed i) = 3 + 21 = 34 = 34 14.2 | 50 
+ 5 + 19 + 6 + 48 + 32 + 25 1466" APSE 
= TS + 36 + 7 + 2 + 43 + 51 1 7/2ano2 
— 71 + 17 a7 = “aieel + 176 - 61 17237 (p53 
= rR + 24 S Al + 1 = 3 = 2 17s 2b0jno4 
te 3 + 62 = sys + 19 + 116 + 59 T7sGe oS 
+ 46 — 107 — 467 —- 802 — 157 — 277 17.5 | 56 
— 662 — 164 — 298 1 UST Sse ys =a 50) ee 57 
=* 38 + 348 + 344 + 409 + 787 +. (911 PE 3 58 
for FA + 133 Bees aos + 133 59 

H 

= 15 + 162 + 527 + 350 + 65 + 630 4 60 
= = = = 1 = = 5 61 

- 5 + 162 + 527 + 349 + 65 + 630 6 62 


(6) Includes balancing item representing difference between direct measures of current and capital accounts and embodies 
errors and omissions from both accounts. 

(7) For detailed composition of official monetary assets see Table 4. 

+++ Not applicable. 


Line 
No. 
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26 
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TABLE 2. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Current Account — Seasonally Adjusted 


Item 
Current receipts 
Merchandise exports (adjusted)(1) ........... SOBOOC e 


Service receipts 


Gold production available for export . 


eee eee er ecoe 


EAV.C Cetete si aiere aicisie'alelslevelelakelnieisis tele) lela ieiexe s0 eliclee ove ove owes owe 
UMECEESE FANG. -ANVAGdeNdS We isis toletee(aletele clelelarsi ats elelstalcvetersleteie eisteyeta 5 
idigswyeloies fael libata. son acaccn opoaKoCooOS Io aieterslereieiats SORA 
Other ServicenPeGCePpEs: {clemiers lave wierete le’ s1clc,'cletalelerc severe el oetslerel ete e A 
Total servicer rEGeLpES sani are ee BEG COE AIOOR IO DOI ARON Oe . 
Sub-totalis, exports of goods and! Services .o.ss.-2<..06 


Transfer receipts 
Inheritances and immigrants' funds . 


Personal and institutional remittances(2) ........ 


Totalvicunrents rece lpcse seater i ARIA ac 


Current payments 


Mexchandise imports CadyuUsted iGl)iertee a\errtcterielete  <ieretcrakers AconC 


Service payments 


EAVES ie atstatets aictersl site arelaveisrats terekersievsioters onarete SOOoOROGoC 


Interest and dividends? 2). cytes) ce ciele 


eee eer eee cee 


InvahWelais feyaal flakesjowlnles: nro cOMOHOS COG SOG DOL OOOO SOA OOUSOODOS 


Other service payments .....s...2.2- 


lotal semvice \paymeniesy sire evercicis eters sie ol eratererata etoiatore 


Sub-totals, imports of goods and services ........... oe 


Transfer payments 


lnheritances sand emiprants fund's voretmsverele cela cleteverelerstalsiers DOS 
Personal and anstitutionalremit tanees (2) ..cicless cisiata svale rene 
OfELeial! Contra bDutvons s.necrre tone a statelerare rere ate ales tel aletais erersisiereierave 

Total current payments .......... Gr GOBaBOGbeon Catt rele 


Current account balance 


Merchandise: trade) j.iclc clei ois aleve eielere cle Sot MOC OOO DOO nao 


Service transactions 
Gold production available for export 


Mave wer, ttevstekers: Eratninieterorerstalcte iat atstalsistate 


Interest: ands disvardiemds= vara srersteials araus ere 


Frereht) and) shipping, v1. «sve evaralal rata (ol elsltjaletcielaleter ete 
Other service transactions ..o....s.cees Cir ROAD EOD .O b 
Total service transactions ...... ee 


Balance on goods and ServiceS ....e-cceeee ararale 


NG Cran PEVS a iasze. crave cvarecleValate eisie & oust a aves: Sceupeere avora arate 


Total current account balance 


. 


eee cee ce reese 


eee ecco ne 


3; 


4, 


4, 


2, 


1, 


4, 


4, 


++ 


268 


31 
241 
(fat 
220 
206 
769 


037 


77 
24 


138 


967 


240 
321 
228 
332 
u20 


088 


56 
ey 
25 


206 


301 


68 


aes 


millions of dollars 


3, 


4, 


4, 


+ 


(1) Trade of Canada figures with certain valuation and timing adjustments appropriate for balance 


361 


28 
257 
85 
MMS 
216 
809 


170 


90 
24 


284 


453 


iy 


101 


3,334 


32 
252 
94 
222 


Zao 
819 


4,153 


109 
24 


4,286 


3,007 


te SAT 


of payments. 


IV 


Se yES) 


pS) 
242 
81 
229 
226 
807 


4,382 


94 
24 


4,500 


3,280 


258 
296 
245 
353 
1,152 


4,432 


47 
36 
oH) 


4,552 


+7295 


2s Oe S 


TABLE 2. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Current Account — Seasonally Adjusted 


millions of dollars 


: A 
| 3,718 3,607 3, 650 3,911 4, 263 1 1 
29 29 28 24 23 3 2 
| 272 274 266 267 319 4 3 
| 97 117 97 95 115 5 4 
229 230 233 242 252 6 5 
233 245 259 273 305 (part)11| 6 
860 895 883 901 1,014 7 
| 4,578 4,502 4,533 4,812 5,277 8 
| 88 89 87 99 101 7 9 
24 25 25 25 26 (part)11/ 10 

| 

4,690 4,616 4, 645 4,936 5,404 12 ll 

B 
3,483 3,423 3,481 3,631 3,565 1 12 
299 326 339 316 339 » 4 WS} 
341 343 337 343 423 5 14 
244 247 248 255 250 6 15 
342 356 377 383 411 (part)11| 16 
1, 226 13272 1,301 1,297 1,423 17 
4, 709 4,695 4, 782 4,928 4,988 18 
52 52 45 41 46 7 19 
40 40 41 Al 46 (part)11} 20 
29 36 38 40 44 9 21 
4, 830 4,823 4,906 5,050 5,124 12 22 

G 
+ 235 + 184 + 169 + 280 + 698 1 23 
| + 29 + 29 + 28 + 24 + 23 24 
- 27 - 52 - 73 - 49 - 20 25 
= “uy = TE 956 - 240 me 948 E 308 26 
= 15 = 17 = 15 = 13 + 2 27 
- 109 = Sit “at 118 = 110 - 106 28 
- 366 By eee aac - 396 - 409 29 
a5 wel amg 198 ye 49 en 116 + 289 30 
- 9 = 14 & 12 + 2 = 9 31 
* 140 = 4907 2; £261 we 11k + 280 a 32 


(2) Personal and institutional remittances include pension payments. Prior to I Quarter 1970 publications, the total of this 
line was included in "all other current" transactions. 
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TABLE 3. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


By Area 


Item ee Se ene 
No. 


millions of dollars 


United States 


1 Merchandise exports (adjusted) 2,054 ee ah 2e99 23/532 2,459 2,666 
w Non-merchandise receipts (1,4) 375 578 888 522 442 639 
3 Total current receipts 2,429 2,909 3,087 3,054 2,901 3,305 
4 Merchandise imports (adjusted) 2,076 ZBa07 2,049 2,465 25403 2,664 
5 Non-merchandise payments(1) 796 907 932 889 864 975 
6 Total current payments 2,872 By Que 2,95 Seer Seed 3,639 
Balance 
7 Merchandise trade - 22 ae 24 + 180 SF 67 + 6 aS 2 
8 Non-merchandise trade - 421 - 329 - 44 - 367 - 422 - 336 
9 - 443 - 305 10) 136 - 300 - 416 - 334 
Capital movements( 2) 
10 In long-term forms at LL ce hehe! ce Ae an) SPAS ce eS S29 
ih In short-term forms - 507 - 228 - 746 + 186 - 149 + 314 
12 - 396 + ee l55 - 484 + 514 + 186 + > 643 
United Kingdom 
13 Merchandise exports (adjusted) 296 319 323 303 289 291 
14 Non-merchandise receipts(1) 89 102 106 95 98 122 
15 Total current receipts 385 421 429 398 387 413 
16 Merchandise imports (adjusted) 160 180 161 181 173 231 
17 Non-merchandise payments(1) 97 107 150 119 99 125 
18 Total current payments 257 287 311 300 272 356 
Balance 
19 + 136 +7 139 + 162 + 5 122 + 116 + 60 
20 - 8 - 5 - 44 - 24 - uf - 3 
21 + 128 + 134 + LS + 98 ce) dbl} + 57 
Capital movements(2) 
22 In long-term forms .. - iL + 5S) - 34 ae 35 t y) af 17 
23 In short-term forms - 203 - 52 - 14 - 112 - 347 = 654 
24 - 204 + 3 - 48 - 77 - 338 - 637 
Rest of the Sterling Area 
25 Merchandise exports (adjusted) 133 168 165 149 141 154 
26 Non-merchandise receipts(1) 43 53 66 57 45 65 
27 Total current receipts 176 221 231 206 186 219 
28 Merchandise imports (adjusted) v7 110 130 140 95 152 
29 Non-merchandise payments(1) 36 56 53 43 45 69 
30 Total current payments 113 166 183 183 140 221 
Balance 
31 Ge 56 ate 58 Gr 35 he 9 Ge 46 2 
32 ate 7 = 3 re 13 a 14 - = 4 
33 + 63 z 55 az 48 + 23 ny 46 - 2 


See footnotes at the end of table. 
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TABLE 3. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


By Area 


millions of dollars 


615 
219 
834 


457 
188 
645 


158 
31 
189 


+++ 


1969 


Four quarters 
ended 
1Q 1970 


No. 


No. 


34 
35 
36 


37 
38 
Sie 


40 
41 
42 


52 
53 
54 


> 
56 
57 


58 
59 
60 


61 
62 
63 


64 


65 


8) 
(2) 


TABLE 3. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS — Concluded 


Item 


Other OECD (Europe) (3) 


Merchandise exports (adjusted) ....... acco sees 
Non-merchandise receipts(1) ....22.----2e-0 5 
Total current TeCELPES .asssccseeisic s oc sic'e occ 
Merchandise imports (adjusted) ...... a aictatalorsiete 
Non-merchandise payments(1) .....e-seee-e-es oe 
Total current paymentS ....-.-+..--s0.- eeccesce 
Balance 
Merchandise utrad@ineisrsisiiestarereleterersicls ss ele wc ele 
Non=merchandise tradé@ 22. .ccjc..s06006 os ete 
Current account balance! Jono... Aadodes 


Other Countries 
Merchandise exports (adjusted)! 2200)... .\sc1e we ele 


Nona=merchandlse sreceipes (Cl) motertelers sie sierete ccesee 
Total current receipts ...... coeses ce cceee os 
Merchandise imports (adjusted) .......... oecce 
Non=merchandisespayments (1m erer:-isre sietere -taiore atarate 
Total CuUBrent payments) ssitsaiclscls\s 6 eccccces Do 
Balance 
Merchandise trade ...... AD OASOBOD OOUORGOS oo 
Non=merchandisse: trade Vsjccistevaysrs is) sreis stare cre eee 


All Countries 
Merchandiser exports \(adjusted)mnseuiecie ce seee ae 


Non=mexchandiise receipts (ls 4)Wiw. accesso sicee 
Total currents cece lpts mst. steer ce cccsoce AOSD 
Merehandiserimportss (adwusted))) smee stieisielearstelas 
Non-merchandise payments(l) ..... ers) olete= ececee ° 
Total current payments ...... Bialole eVaieje\'a/ e's velalers 
Balance 
Merchandise: Evade: cterets sro cholel= ave \ararsieiotets stata ate 
Non=merchandise (hrade, Gje «screens 6 cvenclerene se 
Current account balanees saricctejcls ss OS b00%0 


Capital movements 
In) long-term forms” sccecic cece EHOOCOCOOCIOD 
In short-term forms .......<¢ SAGCOOSOGES poe 
Totalgnete@espital, bal ancews sia. asie cielo sce 


Allocation of Special Drawing Rights ....... 


Change in net official monetary assets ..... 


Including transfer receipts/payments. 


Capital movements by area on a quarterly basis are only available for Canada's transactions with the United States and the 


United Kingdom, 


aioe 


By Area 


— 764 


ae, Alps, 
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millions of dollars 


283 
81 
364 


230 
184 
419 


— 703 


+ 162 
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ap S)Sii! 
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54 
SAS, 


214 
147 
361 
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TABLE 3. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS — Concluded 


351 
76 
427 


238 
175 
413 


113 
DS 


aie 


+27 


iy 


By Area 


millions of dollars 


+ 


349 


1969 


1,208 
289 
1,497 


Eer25 
718 
1,841 


te 85 
— 429 
— 344 


+ 


1,434 
292 
L726 


1,385 


342 
LZ] 


65 


Four quarters 


ended 
1Q 1970 


630 


34 
35 
36 


S7. 
38 
39 


40 
41 
42 


65 


(3) Includes Austria, Belgium and Luxembourg, Denmark, Federal Republic of Germany, France, Greece, Greenland, Italy, Nether- 


lands, Norway, Portugal, Spain, Sweden, Switzerland and Turkey. 


Finland included as of January 1970. 


_ (4) Gold production available for export has not been allocated on a bilateral basis but is included in the total for all 
countries. 
Not applicable. 
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TABLE 4. CANADA'S OFFICIAL INTERNATIONAL MONETARY ASSETS AND LIABILITIES 


1968 1969 
Item 
No. 


millions of United States dollars at end of period 


Official holdings of foreign exchange 


1 Wii Sad OL LAS eelsislelseclereisicis s\o.clelel sve eter clei 1,758 

2 Other convertible currencieS .eeceeeee 15 

3 | Monetary gold ..ccccccecsccccccescccccce 866 

41] Special Drawing Rights ....-cccssseceses eee 

5 | Reserve position in IMF ste eieleleretele(eratetere 322 

6 Total official international re- 

FAO) Someta nbnocodacrmovl00K0c 2,961 
Liabilities 
Wel Useof IMF credlt(2)) cr... as reece slew cere ste = 
8 | Foreign exchange deposit liabilities . 1 
9 | Reported use of central bank reciprocal 
Cred Per eacL EL C4 OS ters iciwcs re avers «elie lnaievewielee rs - 

10 Total official monetary liabilities 1 
| 
| 

Ti Net official monetary assets: <cjjs scl 2,960 


Change in millions of Canadian dollars 


495 + 486 + 28 + 331 = 38 - 54 
— 269 + 134 + 134 - = " 
(1) As published by the Minister of Finance. | 


(2) Transactions with the IMF when that institution holds Canadian dollars in excess of 100 per cent of the Canadian quota. 


Change in Assets and Liabilities 


12 | Total official international reserves(3) 


13 | Total official monetary liabilities(3) 


07) = 


TABLE 4. CANADA'S OFFICIAL, INTERNATIONAL MONETARY ASSETS AND LIABILITIES 


1969 


N 


millions of United States dollars at end of period 


1 
i 


Change in millions of Canadian dollars 


1,668 


25> 


oO. 


oe 


Ww 


> 


wi 


fon) 


~N 


ie) 


\o 


jo) 


1 


| 
s | 
| 
| aS + 162 + 527 12 
| 5 ‘Z 7 13 


(3) These totals appear as items H4 and H5 in Table 1. 
«+. Not applicable. 


» 28 = 


TABLE 5. CANADA'S GENERAL ACCOUNT WITH THE INTERNATIONAL MONETARY FUND (1) 


Canadian assets 


Canadian liabilities 
(equals IMF holdings of Canadian dollars) 


Canada's 


ae total | ttn 
eye pies i i dian doll liabil- 
Subscrip ree Baacest Babee! ae Foreign currencies Canadian dollars pabt IMF (2) 
tion to 3 s ities 
IMF under tions an ‘ Ree Drawings 
(ouoea) GAB loans Drawings eee a by nek Re- 
by Canada co econtriea(— payments 
millions of United States dollars 
1947-1966 .... 740.0 | 50.0 790.0 605.0 300.0 | — 245.7 — 949.4 570.1 | 61.5(3)) 341.5 448.5 
TOG) Ries Meee =15.0 775.0 = 15.0 <= 30.0 45 341.6 433.4 
ADGS. -aeiselie wire =35.0 740.0 ee 5) 426.0 | — 64.8 — 138.5 7.3 |- 2.8(4)) 533.8 206.2 
MOS ses ate 95.5 835.5 65.5 — 293.5 43.2 8.4 357.4 478.1 
aReYetse Shes ee, 5 =35.0 740.0 = 35.0 426.0 728 739.9 0.1 
TT Gano 740.0 — 121.0 618.9 1218 
roars 740.0 =) 64.9 554.1 185.9 
IV... 740.0 — 17.5 - 2.8(4)} 533.8 206.2 
TOGO ates ie 740.0 — 15.0 518.8 27 a2 
LU arsrnious 40.0 780.0 40.0 — 103.5 2.5(3)) 457.8 32959 
lil ..... 2505 805.5 DS — 87.0 0.8 6.1(3)) 403.2 402.3 
ly ..... 30.0(5)| 835.5 — 88.0 42.4 |- 0.2(4)) 357.4 478.1 
CVA aL eee 24.5 860.0 24.5 — 63.8 18.1 8.8(3)) 345.0 51530 
Tle 
Ute eas 
TUS stars tae 
(1) Excludes Special Drawing Rights account. 


(2) 


(3) 
(4) 
(5) 


This is a cumulative measure of the net resources provided by Canada to the IMF including loans under the General Arrange- 
ments to Borrow (GAB). Canada's net balance with the IMF, when positive, represents its reserve position in the IMF. 

This may be drawn by Canada virtually automatically on statement of balance of payments need, but Canada would then be un- 
der an obligation to restore its net balance to 25 per cent of its quota which is currently $740 million, i.e. to $185 
million. The Canadian dollar equivalent of changes in positive balances appears as a component of item H4 in Table l. 
Changes in negative balances, i.e. use of IMF credit, are shown as a component of item H5. 

Sales of Canadian dollars to IMF for gold. 

Dividend payment to Canada. 

Acquisition of GAB notes issued previously to another IMF member. 


Note: The statement is expressed in terms of United States dollar equivalents in accordance with IMF practice. Since members 


are obligated to maintain the gold value of the IMF's holdings of their currencies, from time to time there have been 
adjustment payments between the IMF and Canada in Canadian dollars arising from changes in the exchange rate. These 
transactions are not reflected above because the series are shown in United States dollar equivalents, and do not appear 
in the balance of payments statements because only the change in Canada's net asset is shown. The adjustment transac- 
tions affect the Public Accounts of Canada. 


; 


A 
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TABLE 6, BALANCE OF PAYMENTS ADJUSTMENTS TO TRADE OF CANADA FIGURES 


1968 1969 1970 
1968 
; 


millions of dollars 


1969 | 1970 


(rade of Canada EXPORTS 
(including re-exports) 


3,021 | 3,517 | 3,373 | 3,694 | 3,467 | 3,811 | 3,556 | 4,036 | 3,939 13,605 |14 ,870 


\djustments 


@. {Si n/m) 6) ,6) 61.3: &) Bra <8) .),6, 


_ Aircraft and other 
BGUUSTMENES, cnns ag a4 > aps 


jquals merchandise exports 
_ adjusted to balance of 
| payments basis ......... 


3,017 | 3,512 | 3,342 | 3,667 13,469 | 3,805 | 3,557 | 4,055 | 3,936 13,538 [14,886 


| 
} 
| 
) 


} 


rade of Canada IMPORTS .. 


3,264 | 3,805 


te 
djustments 


Automotive products .... 


_ Aircraft and other 
SGUILPMeN thins og 66:85 ois, 5% 


| Other adjustments ...... 


quals merchandise imports 
adjusted to balance of 


eeyments basis ......... 


2,754 | 3,140 | 2,859 | 3,409 | 3,230 |3,706 | 3,316 | 3,766 | 3,314 2,162 [14,018 


Trade balance on balance 
_ of payments basis ..... 


| 


“36k 


TABLE 7. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Summary of Current Account 


Current account balance 


Total 


Export te t Trade ee on ar current a 
i 2 OO Oia handise handi handi 
Period merchandis merchandise | merchandise . 
(adjusted) | (adjusted) | balance : account With: With: 
recelpts (1) \peyments ( Bapance balance United | All other 
States | Kingdom | countries 
millions of dollars 
VIGO cc ccwccee Diyooe 5,540 = 148 1,744 Py eyxs) = 1 ,O085it— 1,293 1,359 + 169 — 43 
UO GU eevets eretr scl are 5,889 Sigil OF lee 173 1,899 3,000 ot MO HE | | 928 1,341 + 195 + 218 
UO G2 sie oreo clievere 6,387 6,2033|) 184 2,036 3,050 = ibs Way fe 830 1,092 + 225 + 37 
1963 .esecrreree 7,082 RWS) || As 503 2,207 SAP Ashik — 1,024 | —- By7Ail 1,148 + 417 + 210 
WEA AAAaGonsonS 8,238 Wee) || sae 701 2,509 3,634 ib eZ | 424 O35 + 605 + 606 
HOGS) Gado oc od 8,745 8,627 + 118 2,736 3,984 — 24.8) Lets 0 L937 + 505 + 302 
E966: coc vce cece 10,326 10,102 ae 224 3,070 4,456 — 1,386 }— 1,162 2,030 + 425 + 443 
INP omanGoe aoe (ha ysis} LOS waz t 566 3,747 4,812 — 1,065) |— 499 1,342 + 512 + 331 
UG GS ievetsrelerelel ele 135538 125162 fel 7.0: 3,670 5,106 — 1,436 |-— 60 792 + 478 + 254 
LOGO Meeretel siete (se < 14,886 14,018 oF 868 4,001 DOL — 90) 722 710 + 263 — 275 
NOHO nascocomad 
96S aLsntersgxcrer 6 1,826 1,866] — 40 505 886 = Sesh, | f= 421 595 + 96 + 78 
IRL So ciao 2,191 2,218 = 27 648 985 = SEI) || Ves 364 D32Z + 141 + 27 
TBE Se cy ee 2,263 2,101 + 162 930 1,058 = 128) ter 34 wD + 138 + 71 
IW, oh Gleno 2,465 2,442 + 23 653 055 HZ 402 }- Shy) 635 + 130 + 126 
1966 ns spayaee se Da fepes: Dip hs + 10 563 960 = ST Wee 387 590 + 106 + 97 
Tit An aces 2,602 2,09 = 49 734 1,065 = SyeMk | 380 605 + 110 + 115 
DST ALS Joxatee te oe 2,695 25472 + 22758} L033 1223 = 190 J+ 2)8) 191 + 101 7 2s) 
ROY craane 2,806 2,766 ae 40 740 1,208 = 468 |- 428 644 + 108 + 108 
1967 Epeakeperexohs 2,596 2,481 + 115 648 1,076 = WOKS) | = ols: 563 + 127 + 123 
TE sishene sal 3,003 2s DD ae 28 947 1,244 = 297 269 508 + 116 + 123 
PEL ni ies 2,691 2,591| + 100 1,350 1,250 + 100 ]+ 200 48 + 102 + 50 
IV ..eeee 3,048 Zee ae B25 802 1,242 = 440 |- 117 Mie) + 167 + 35 | 
1968 iemendeeten ste 3,017 2,754 - 263 656 ips {4 = 478 |- 215 410 + 128 + 67 | 
DIS aieteis ore Baz 3,140 ae 372 910 1,288 = S7S 6 278 + 134 + 138 
TENE 9 ot Gicr 3,342 25859 + 483 1,264 1,402 = 138 J+ 345 168 + 118 + 59 
IV .seeee 3,667 3,409 + 258 840 WA ase = 442 |- 184 Pay? + 98 - 10 
| 
1969) TL ..eeee 3,469 3,230) + 4239 ea 1,228 — 497}- 258 385 | + 115 + 12 | 
ID ...-.. 3,805 3,706 =f 99 LZ0L0 1,420 = On 3LL 306 + 57 — 62 | 
Wig enone B,0017, By eiIS + 241 1329 LS SSi7/ = 208 J+ 33 130 + 10 — 107 
IV ....-s 4,055 3,766 + 289 931 1,406 = 475) = 186 149 + 81 — 118 
1970 I ..-ee. 3,936 S73 | + 8622 863 1,435 — 572}]+ 50 275 + 181 + 144 
Raaterensters 
DARI eiaagere Coc 
Vm intetenatels 


(1) Includes transfers. 
(2) Includes gold production available for export. 


Period 


1960 
OGL 255 
1962 
963 ..- 6 
1964 


eeeeccessee 
eoeeeree 
ey 
oo esos 


eee e eee eese 


Ht OD) le wis lela cPele's 
HIG) fo\'eie 0.07012 «(010.6 


lOO Opodo oD ODE ° 
Neyss oe Saeco e 
USGS) Socio an 56 
STON Sia Soniodes 


1965 WSs c0.0 


1966 se 


1967 ik Ang for 


1968 Te Tatts 7eXocnie te 


1969 I 


1970 aL 
UE SSpoene 
IIL 
IV 


eoeeere 


Direct 
invest- 
ment 
in 
Canada 


670 
560 
505 
280 
270 


t+++eH 


535 
790 
691 
610 
625 


ttt 


142 
133 
Cet 
149 


+++ 


134 
203 
ifsyil 
302 


+++ 


154 
186 
166 
185 


++4+4 


20 
229 
178 
183 


+++ 


130 
240 

95 
160 


++++ 


+ 165 


TABLE 7. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS - 
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(1) Includes errors and omissions. 
--- Not applicable. 
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Summary of Capital Account 


Other 
capital 
move- 
ments in 
long-term 
forms 


Portfolio 
trans- 
actions 


+ 217 + 92 
+ 312 + 138 
+ 294 - 6 
+ 471 + 21 
+ 645 - 
+ 546 — 92 
+ 325 + 57 
+ 473 + 308 
+ 1,113 + 2 
+ 1,841 - 49 
+ 106 foo 
+ 69 — 53 
+ 218 — 538 
+ 153 - 3 
+ 356 + 1 
= 3 + 56 
- 27 - 6 
_ 55 + 6 
+ 116 + 47 
+ 29 + 48 
+ 102 + 79 
+ 226 + 134 
+ iyy/ + 20 
+ 482 + 14 
+ 280 —- 89 
+ 194 + 56 
+ 563 — 95 
+ 417 — 64 
+ 572 - 13 
+ 289 + 123 
+ 55 + 36 


Resident 
holdings 
of foreign 
bank 
balances 
and other 
short-term 
funds 
abroad 


millions 


ae ae HI 
Re) 
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++ l++ 
~S 
[ony 
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pe 
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per 
a 
(ee) 


ee.) 
569 
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— 262 
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Non- 
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of Canadian 
short-term 
paper 
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fon 
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Other 
capital 
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ments in 
short- 
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THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
ERE ERNALLONAL FAYMENTS 


SECOND QUARTER 1970 


The exceptional strength of the merchandise trade account which became evident in the first 
quarter of 1970 continued through the second quarter resulting in a current account surplus of almost 
| $250 million. Capital movements also led on balance to large inflows for although the influx of ca- 

pital in long-term forms virtually dried up in the quarter (as new issues abroad fell by some 60 per 

cent) capital movements in short-term forms swung by about $830 million to a net inflow of some $530 

million. Increased holdings by non-residents of Canadian finance company paper were a prominent part 
of this inflow as also was a rise in the short-term foreign currency bank borrowings of residents. 


Summary Statement 


| SS a ea Pe ae a SE SE ee ee ee 


1969 1970 
1968 1969 
| TO -te) TER me L.O¥ 210 
| millions of dollars 
| Merchandise trade balance ....... Sieve arehe te La yee 887 + 241° + 103° + 242) +301 + 633 + 663 


| Balance on non-merchandise transactions - 1,482 - 1,678 - 514 - 437 ~ 236 
fereLentceaccountybalance. .n..8s,eccecees = 107. - TIED 273 BSH so 6 - 190 ae ES PINS 


5 
- 
\O 
— 

4 
1S) 
Ne} 
N 

i] 
> 
H 
= 


Capital movements in long-term froms .. + 1,654 


v 
+ 
No 

» 
No 
Lea 
—~S 
+ 


5609 +°532°> F+-596" "+7569 +5 6550" i. 


Capital movements in short-term forms met IO Pim AOL) Ge 325 Cte 2526 re8G07 > o~2877 = 302) ---%528 
fee ttal movement(]) Win... ees. 6+) 456) +e 9856) + 235°°4+:280 = 11 + 352 esos) FH I90 
| Allocation of Special Drawing Rights eRe 3/3 ake AAG ate sans ae ibis} - 

Net official monetary movements ....... IW €3G9 4OF OS MH P6399  VSeusL is” «Gry 162 27 EP PSL 


(1) Excluding items shown below. 


In the face of the mounting pressure in both the spot and forward foreign exchange markets the 
Canadian dollar was unpegged at the end of May from its parity of 92.5 US cents and allowed to float 
on the foreign exchange market. At the end of June the spot Canadian dollar was quoted at about 96,3 
US cents. During the quarter Canada's net holdings of international reserves rose by $781 million. 


The strength in foreign demand for goods in the first half of the year was a most important 
factor in lessening the impact on the Canadian economy of restrained demand pressures in several im- 
_portant domestic sectors, particularly personal consumption expenditures and outlays on housing. 
'Over the past year, indeed, the volume of goods and services produced in Canada rose by about 3 per 
cent whereas in the United States it actually declined marginally. However, since the end of the first 
‘quarter of this year, although the volume of exports was sustained at a very high level the sector did 
not add to demand and Canada experienced little or no growth in total output and a slight decline in 
|industrial activity. At the same time, the labour force grew at a rapid rate, with a resultant 
sharp rise in unemployment; the level of unemployment was also exacerbated by temporary factors such 
as work stoppages. Under these conditions some easing in price increases was apparent in the second 
quarter of the year. 


| Monetary policy since early in the year has been aimed at producing an easing in the very 
tight credit conditions which prevailed at the beginning of 1970. Shortly after the beginning of 
(1970 interest rates abroad, particularly short-term rates, began to ease. The Bank of Canada permit- 
ted this development to have an effect on interest rates in Canada. Management of monetary policy 
during the second quarter was complicated by the upward pressure on the Canadian dollar in the exchan- 
ge market, which gathered force at a time when there had already been a significant rise in bank li- 
\quidity and interest rates were declining. As the Government's Canadian dollar balances were used to 
buy foreign exchange, the total of privately held currency and bank deposits began to expand at a rate 
which was a good deal faster than desirable over the longer haul (at an annual rate of 17 per cent 
over the quarter as a whole). At mid-May the Government replenished its own cash balances to the ex- 
tent of $250 million through a special issue of treasury bills, adding further to bank liquidity. In 
the circumstances the Bank decided to offset this effect by an increase in the chartered banks' mini- 
mum secondary reserve ratio from 8 per cent to 9 per cent of deposit liabilities. Concurrently the 
Bank Rate was reduced as unduly high interest rates would have encouraged capital inflows, increasing 
‘the Government's cash requirements to finance further accretions to the Exchange Fund. The Bank Rate 
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was reduced again at the beginning of June in the light of the potentially restrictive effects of the 


appreciation of the Canadian dollar which seemed likely to occur after the decision to permit the 
exchange rate to float. 


Merchandise Trade 


In the first six months of 1970 the Canadian foreign trade account posted a remarkable perfor- 
| mance as exports shot ahead of imports to produce a merchandise trade surplus of $1,296 million quadru- 
pling that earned in the same period last year. Increasing by about the average rate of growth exident 

in the last five years, merchandise exports rose by 16 per cent compared with the same period of 1969 
to $8,461 million. This year's strength in the merchandise export sector was influenced by a number 

of factors in Canada and abroad, The return to normal production in a number of Canadian mineral re- 
| source industries where output was curtailed last year as a result of labour disputes gave a signifi- 
_ cant impetus. In addition relatively buoyant economic conditions in overseas markets, particularly 
_in the European Economic Community and Japan, increased the demand for Canadian products. 


The growth in exports was moreover accompanied by interesting changes in their direction and 

commodity composition, Thus whilst in the first six months of last year 70 per cent of Canadian ex- 
) ports were taken by the United States, this year the share of this market fell by 4 percentage points, 
whilst the share of the United Kingdom, the European Economic Community and Japan each rose by about 

1 percentage point. On a commodity group basis, the share of crude materials rose by about 1 1/2 per- 
centage points to over 17 per cent. On the other hand the shares of fabricated materials and end 
products (including automobiles and automotive products) fell about 1 percentage point in each case 
to about 36 and 37 per cent respectively. This development marked a break in the growth of the share 
_of the end products group which had been rising consistently at a relatively brisk rate since 1966. 


Significant increases in exports were recorded in wheat, crude petroleum, iron ore and other 
metals, woodpulp and motor vehicles and parts. The slowdown in the construction industry in the Uni- 
ted States and depressed prices for wood products contributed to a reduction in the exports of lumber. 


Imports rose in the half year by 3 per cent to $7,165 million. This relatively small increase 
in imports led to a decline of ten percentage points in the import/export ratio from the corresponding 


period last year, The behaviour of imports so far this year has mainly reflected the generally slug- 
_gish tempo of the domestic economy. 


| Imports from the United States and major overseas sources except the United Kingdom increased 
moderately although the United States share in Canada's imports fell by about 1 percentage point to 
73 per cent. The small increase in imports resulted from offsetting changes in a number of commodi- 


ties. Imports of inorganic chemicals, metals, electronic computers and other office machinery increa- 
sed while those of agricultural machinery declined. 


| Adjustments to recorded merchandise trade data for use in the balance of payments included a 
net increase of $21 million to exports mainly for wheat timing corrections. A deduction of $43 mil- 
_lion from imports reflected principally deliveries of aircraft in excess of progress payments on air- 
craft in the quarter as well as automotive tooling charges recorded in services. The effect of these 
/adjustments is an increase of $64 million to the recorded trade balance. 


In the first half of 1970 average export prices increased by 4 per cent over the same period 
in 1969. Within the three main groups of commodities, increases averaged about 12 per cent for the 
‘crude materials group, 7 per cent for the fabricated materials and 3 per cent for the end products 


‘group. Average import prices rose by 3 per cent mainly due to a 4 per cent increase for fabricated 
‘materials. 


| The impact of the floating of the Canadian dollar in June to a higher value in terms of fo- 
\reign exchange is difficult to isolate. Prices of many exports (particularly of primary products) are 
set in international markets and some reduction in the Canadian dollar value of these exports on a 
‘unit basis is to be expected. Imports in general should be cheaper although there might be some ten- 
dancy for foreign suppliers to increase their profit margins. Another factor confusing the picture 

is the large amount of intra-company trade; changes in pricing and trade flows within multinational 
companies will not necessarily be the same as in arms=-length transactions. 


een = 
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Non-merchandise Transactions 


In the first six months of 1970 
the deficit on non-merchandise transac- 
tions rose by 6 per cent to $1,009 mil- 
lion, equivalent to about 78 per cent 
of the merchandise trade surplus. Ser- 
vice transactions accounted for $972 
million, of this deficit and transfers 
for $37 million. Total non-merchandise 
receipts increased by 14 per cent to 
$2,007 million; the bulk of the receipts, 
about 90 per cent, was due to service 
transactions. Total payments went up 
by’ IL“per ‘cent ‘to: $33°016 militon, ror 
which some 90 per cent again came from 
service payments. 


The increase in the deficit on 
services was more than accounted for by 
interest and dividend payments. Partly 
offsetting the widened deficit on inte- 
rest and dividends and a small decrease 
in gold available for export, were im- 
proved balances on freight and shipping 
and other service transactions. The 
deficit on travel remained unchanged at 
$273 million. The increase in travel 
receipts, though mainly accounted for 
by increased receipts from United States 
travellers in Canada, includes a rise 
of 38 per cent in receipts from overseas 
travellers, principally from the United 
Kingdom and Western Europe. This increa- 
se may reflect recent relaxations of the 
restrictions on foreign travel expendi- 
tures by overseas countries particularly 
the United Kingdom. Expenditures of 
Canadian travellers rose by 10 per cent 
due almost wholly to higher expenditures 
overseas, mainly in Europe and the Ca- 
ribbean area. It should be noted that 
expenditures in 1969 were unusually high 
due to increased use of foreign airlines | 
by Canadians during the Air Canada strike. 


The net balance from receipts and payments of interest and dividends rose by about 22 per cent 
and moved from a deficit of $416 million in the first half of 1969 to $507 million in the corresponding 
period of 1970. Payments increased by $124 million to $740 million while income receipts rose by $33 
million. Increased profits of branch operations of foreign companies together with larger payments by 
Canadian subsidiaries to their parent companies in the United States were the main factors responsible 
for a rise of $67 million in dividend payments. By far the greater part of this increase occurred in 
the first quarter of 1970, while the second quarter showed a more moderate rise of $11 million. 


As a result both of large sales in 1969 of new Canadian bond issues to non-residents at rela- 
tively high interest rates, interest payments continued to rise steadily, recording an increase of 
$57 million in the first six months of 1970 over the same period of 1969. However the rate of increa- 
se slowed down in the second quarter and seemed to have been affected by a decline in market interest 


rates, which started during the first quarter of 1970. 


Geographically, more than four fifths of the 


interest payments in this period were to residents of United States. 


The most significant contributor to the total increase in income receipts in the first half of 


1970 was a $28 million rise in the interest component. 


Most of this rise occurred in the second quarter) 


reflecting higher earnings on official holdings of foreign exchange. (Interest on private holdings of 


foreign exchange is included with miscellaneous income. ) 


Ee The net balance of payments of interest and 
dividends accounted for about 50 per cent of the deficit on non-merchandise transactions, or about 5 
percentage points lower than the corresponding proportion for 1969. 


{ 
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Interest and Dividends and Miscellaneous Income 
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Receipts 
Period 
Interest Dividends Sub-total Lg ec ke pay 
income (1 total 
millions of dollars 
1968 coeoeoewawee eee eee eaereereeree 102 25i: 353 237 590 
BGO: hove oiontas ote 6 ioteece t 161 253 414 433 847 
1969 ONC a a eee ee 32 56 88 102 190 
ile ORerai is nto teva tote 0, ose. okie" 36 76 LD 102 214 
HIME OUN eso srel cle ios) eis os, 6: % 32 53 85 110 195 
NIV Ra Ola o aha ane ys. a 6c xsilsxe)ei'e0 61 68 129 119 248 
1970 ER Oin £6 2a bw ota b Stee « ; 40 V2 2 141 253 
iL 1k [EP pypeye 5, oaateingieg aereeaes 56 65 Ish 140 261 
a te 
Payments 
Interest Dividends Sub-total hiscellaneons Grad 
income (1) total 
TOME EU otal aos: Sisidialisls Jal Sars 546 7S L259 393 e632 
MONEE Wel oo. 6 SiG dch 4 aieye obs eae & 649 696 13345 459 1,804 
| 1969 Hie Oiera) ais». 5) shh oe, St5)o ote) 142 156 298 108 406 
1 TOS eat oer ance 174 144 318 PE 435 
His ili ©) ee) -cycch oS raKe2 si SaNGTs 4 6 150 144 294 112 406 
MVM Olees, Gheci-c) 6 Shar ovGeeeel o:2xa) ¢ 183 252 435 22 Sey] 
1970 NiO) oo Bt aie sehshel aketelic, 6c). « 176 22 388 126 bye’ 
OTROS shel ctietentatet chs, oldie dic 197 iLsye 302 134 486 


_(1) In the main balance of payments tables, this is included in other service receipts and other ser- 
vice payments; it includes in addition to investment income, all services associated with inter- 
national banking and insurance operations, 


The freight and shipping account has moved in line with the improved surplus on merchandise 
trade. The quadrupling of the over-the-year trade surplus produced a swing of $47 million in this ac- 
count from a deficit of $30 million in the first half of 1969 to a surplus of $17 million in 1970. 


The groups "other service receipts" and "other service payments'' represent the largest single 
items in service transactions. Total receipts increased by 17 per cent to $599 million and total pay- 
ments rose by 11 per cent to $859 million. With receipts and payments increasing by about the same 
amount in absolute terms, the deficit on this account was practically unchanged at $260 million. With- 
in the account however, there was an increased deficit on government transactions and on business ser- 
vices and an improved balance on miscellaneous income. 


The surplus on transfers excluding official contributions, has remained unchanged at $36 mil- 
lion. A slightly higher balance on migrants' funds was offset by increased net payments on personal 
and institutional remittances mainly to developing countries outside the sterling area, 


Official contributions in the first six months of 1970 increased by 12 per cent to $73 million 
from $65 million in the corresponding period of 1969. About two fifths of this amount was disbursed 
under the international food aid program. The balance of the aid given was in the form of technical 
and economic assistance and cash grants. 


Current Account Transactions in the Second Quarter — Seasonally Adjusted 


After allowance for seasonal variations the current account surplus during the second quarter 
of 1970 widened by 17 per cent to $309 million. As there was a slight decrease in the merchandise 
trade surplus to $694 million the widening in the current account surplus was caused by the improve- 
ment in the balances of the non-merchandise items. The deficit on service transactions fell by 13 per 
cent to $369 million the lowest such deficit since the third quarter of 1968. Transfer payments and 
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receipts resulted in a net deficit of $16 million. 


Merchandise exports and imports increased only fractionally from the first quarter, the former 
to $4,266 million and the latter to $3,572 million but there were significant changes in the service 
balances over the previous quarter. Net payments of interest and dividends decreased by $50 million 
as a result of a sizeable drop in interest and dividend payments to $368 million from the unusually 
high first quarter amount of $419 million. This improvement was partially offset by the widening of 
$20 million in the travel account due mainly to a 5 per cent increase in travel payments to $352 mil- 
lion. A reduction in the "other service transactions" deficit of $15 million and an increase in the 
surplus on the freight and shipping account, with its second successive surplus which rose by $10 mil- 
lion, also contributed to the improvement in the service transactions balance. The deficit on the 
transfer items remained practically unchanged at $16 million as a reduction of $14 million in official 
contributions was offset by a reduction of $15 million in the surplus on migrants' funds and personal 
and institutional remittances. 


At $21,148 million total exports of goods and services, seasonally adjusted at annual rates, 
represented over 25 per cent of gross national expenditure at market prices a ratio slightly below 
that in the first quarter. On the other hand, the contributions of the goods and services balance to 
this aggregate has increased. 


Transactions by Areas 


During the first half of 1970 the current account deficit with the United States declined by 
over 40 per cent to $438 million from the corresponding period of 1969. An increase of 10 per cent in 
exports which climbed to $5,620 million and a small rise of 3 per cent in imports which grew to $5,248 
million produced an increase of $362 million over last year's trade surplus of $10 million. However, 
the rate of growth in merchandise exports to the United States, at 10 per cent, was well below the 16 
per cent growth rate which occurred in the same period last year. This, of course, has resulted from 
the reduced tempo of economic activity in the United States, within the content of strong anti-infla- 
tionary measures. Crude material exports to the United States increased by 25 per cent between the 
first six months of 1969 and 1970. While there were sizeable but smaller increases in the end products 
and food groups, exports of fabricated materials showed essentially no growth. Crude petroleum and 
natural gas exports were up by over $95 million. Also among crude materials, shipments of iron ore 
were higher by $56 million over the strike depressed exports in 1969. Exports of aircraft, fertili- 
zers, nickel and wood pulp to the United States were higher while those of lumber, reflecting the 
downturn which occurred in the construction industry in the United States, were appreciably lower. Ex- 
ports of motor vehicles and parts rose by about 15 per cent as the demand for the models produced by 
the Canadian automotive plants remained buoyant. 


Among the invisibles with the United States, there were decreases in the freight and shipping 
deficit of $26 million and of $42 million in net travel payments, mainly as a result of a 16 per cent 
increase in travel receipts. However, with an increase of 20 per cent in interest and dividend pay- 
ments the deficit rose by $83 million. 


If the credit representing gold production available for export in excluded, Canada's current 
account deficit with the United States in the second quarter of 1970 was $129 million. Capital move- 
ments between the two countries produced a net inflow of $553 million as long-term movements led to a 


net influx of $162 million augmented by a short-term inflow of $391 million. In sum these transactions 


with the United States gave rise to net receipts by Canada of $424 million. 


With the United Kingdom total receipts rose by 27 per cent to $1,044 million while total pay- 
ments increased by only 2.5 per cent to $650 million. The balance on non-merchandise transactions was 
unchanged from the corresponding six month period of 1969 and the increase in the current account sur- 
plus, which more than doubled to $394 million, was due entirely to the trade surplus which increased 
more than two-fold to $381 million from $176 million last year. While merchandise exports surged by 


almost 30 per cent to $750 million, merchandise imports declined by 8 per cent to $369 million. Large | 
ly because of a rebuilding of inventories in the United Kingdom which had been run down owing to strikes 


in Canada last year, and of better economic conditions conducive to higher imports, primary metal deli- 
veries such as nickel, copper, aluminum and lead, were higher. The reduction in the second quarter of 


import deposit requirements from 40 per cent to 30 per cent provided further impetus for exports to the | 


United Kingdom, This scheme was introduced for balance of payments reasons in the United Kingdom in 
December 1968, 


With the Rest of the Sterling Area, the reversal of the current account balance from a deficit | 


of $53 million in the first half of 1969 to a surplus of $65 million was the result of a swing in the 


merchandise trade balance by $119 million, to a surplus of $70 million. Merchandise exports increased 
by 24 per cent to $367 million while merchandise imports decreased by 14 per cent to $297 million. 
There were increases in commodity exports to South Africa, Pakistan, Australia and Jamaica while ex- 
ports to India declined mainly because of lower wheat shipments. On non-merchandise items, where the 
deficit balance has remained practically unchanged, the main changes were the deterioration of $18 


million in the travel and interest and dividend accounts and a decrease of $11 million in official con- 
tributions. 


With the OECD (Europe) group of countries the current account balance reversed from a deficit 
of $77 million in the January-June period of 1969 to a surplus ‘of $92 million in 1970. The merchandi- 
_se trade surplus widened to $220 million with merchandise exports showing a sizeable increase of 33 
per cent to $770 million and merchandise imports advancing by about 5 per cent to $550 million. More 
metals, woodpulp, aircraft and parts were exported to this economically buoyant market, with the lar- 
gest increases in exports occurring in Belgium and Luxembourg, Netherlands, West Germany, Italy, Nor- 
way and Spain. The share of this market in total merchandise exports increased by over 1 percentage 
point to 9 per cent thus overtaking the United Kingdom share. Non-merchandise receipts increased by 
34 per cent to $181 million and payments increased by 17 per cent to $309 million. Among the non-mer- 


_chandise items, interest and dividend receipts increased by $20 million while the travel deficit rose 
/ by $13 million. 


With Other Countries total current receipts rose by 38 per cent to $1,135 million as against 
\the 14 per cent increase to $1,007 million in total current payments. The current account balance was 
‘thus reversed from a deficit of $58 million in the first half of 1969 to a surplus of $128 million in 
.1970. The increase in the merchandise trade balance which rose to $258 million accounted for this im- 
On the other hand, merchandise imports 


‘provement. Exports advanced by 37 per cent to $954 million. 
‘increased by only 8 per cent, to produce a merchandise trade surplus nearly five times as high as that 
woodpulp, machinery, 


of last year. There were increased shipments of wheat, barley, metals, lumber, 
motor vehicles and parts. The U.S.S.R., South Africa, Japan, China, Argentina, Cuba and Mexico shared 
to a significant extent in the upsurge of exports. Increases in official contributions and in net 


"other service transactions" payments, amounting to about $36 million, were partially offset by net 
increased receipts of $16 million on freight and shipping. 
{ 


Total current and capital account transactions by Canada with the United Kingdom and other 
overseas countries resulted in net receipts of $331 million. Increased merchandise exports were the 


principal factor in pushing the current account surplus to $349 million. Short-term capital movements 
swung about $300 million to a net inflow of $137 million mainly because of a reduction in foreign cur- 
rency balances held overseas. A net outflow of $155 million was recorded for capital movements in 
long-term forms reflecting in large part retirement of government debt held by Italy. 


! 


The $755 million total of net receipts from the United States and overseas countries together 


with the gold production available for export of $26 million resulted in a $781 million increase in 
net official monetary assets. 


capital Movements 


The net movement of capital between Canada and other countries in the second quarter gave rise 
co an inflow of $535 million almost $200 million above the first quarter level. The composition of 
che inflow changed dramatically. Capital movements in long-term forms totalled only $7 million com- 
vared with $655 million in the first quarter while there was a swing of $830 million in short-term ca- 
vital movements resulting in an inflow of $528 million. With the sharp improvement in the current 


\ccount balance there was a further sharp increase in Canada's net official monetary assets totalling 
} tee million in the quarter under review. 


Sales of Canadian new issues to non-residents at $213 million, although down over $300 million 
‘rom the first quarter level, were again a prominent factor leading to net inflows. Inflows for di- 
‘ect investment in Canadian concerns declined slightly to $165 million. The major element contributing 
10 outflows was the tripling in retirements of Canadian securities to $244 million. The retirement 

£ the Canadian government lire debt was the principal factor in this increase. The effect of adjus- 
‘ing actual long-term capital inflows to reflect the timing of security offerings is given in the accom- 
anying statement which shows that deliveries were in excess of offerings by $85 million during the 
uarter. However the balance of offerings undelivered at the end of the quarter remained hign at $621 
‘illion. 
| 


} 
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Capital Movements in Long-term Forms The net inflow of $528 million arising 
from capital movements in short-term forms in 
Adjusted to the second quarter more than reversed a net out- 
? Actual reflect timing flow of $302 million in the first quarter. The 
Ao tes inflow of security most prominent transactions were net inflows of 
offerings $279 million and $171 million in the "other 
millions of dollars short-term capital transactions" and the ''fi- 
nance company paper'' categories, respectively. 
UOC Sire tere tenctetee + 1,654 + 25208 
LOGO rererdere rate che eee 0h a2, LS The net spot holdings by Canadian char-= 
tered banks of foreign currency claims (exclu- 
1969 Le OR repees + 560 + 585 ding gold) on non-residents fell on a transac- 
EL Oe ia +" 532 = ne tions basis by $177 million in the quarter while 
Dil Os oh. + 596 + 448 those with Canadians rose by $477 million to 
IDO A Pic + 569 a Dow produce an overall increase of $300 million. 
1970 Th O's ere's ae 655 + yh Claims on residents of the United States 
EN Ok See ae 7 - 78 rose by $28 million while on residents of over- 


seas countries they rose by a substantial $356 
million. Liabilities to these areas increased 
by $104 million and $457 million respectively. Foreign currency claims on Canadians were increased by 
$104 million while liabilities fell by $373 million. The net increase of $300 million in the Canadian 
banks' foreign currency assets reflected reductions in net assets of $76 million and $101 million with 
residents of the United States and overseas countries, respectively and an increase of $477 million 
with Canadians. The overall effect of these transactions on the balance of payments is measured by 

the decline in the net asset position vis-a-vis non-residents which led to a net inflow of $177 million. 
This figure cannot be identified separately in the balance of payments presentation in this report but 
forms elements of several of the items. 


Direct Investment 


Transactions with non-residents in the second quarter of 1970 led to a net increase in direct 
investment in foreign-controlled enterprises in Canada amounting to $165 million — $25 million lower 
than the figure recorded in the first quarter and $75 million lower than the corresponding quarter of 
the previous year. United States investors accounted for about 85 per cent of the increase with the 
balance originating in the United Kingdom and Continental Europe. Refinancing of existing facilities, 
particularly in the petroleum industry, accounted for about 30 per cent of the recorded net increase. 
The petroleum industry received the major share of the net investment while the balance went mainly to 
the manufacturing industry. 


Canadians increased their direct investments abroad during the quarter by $20 million — down 
sharply from the exceptionally large net outflow of $130 million recorded in the first quarter. Just 
over one half of this investment was in the United States with the balance evenly distributed between 
the United Kingdom, Continental Europe and other countries as a group. Canadian mining companies in- 
creased their investments abroad while firms in the manufacturing industry reduced their claims. 


Security Transactions 


International portfolio security transactions in the second quarter resulted in a net outflow 
of $59 million, thereby reversing the pattern of a series of successive inflows dating back to the be- 
ginning of 1967. The capital outflow during the second quarter represented a substantial swing from 
the inflows of $555 million in the first quarter of 1970, and $417 million in the corresponding period 
in 1969, and was largely the result of a record level of retirements of Canadian securities held by 
non-residents coinciding with a sharp drop in new issues abroad of Canadian securities. The continu- 
ing decline on stock markets in Canada and the United States, which, during the second quarter saw 
stock price indexes reach their lowest point in many years, was also evident in international trans- 
actions as foreigners and Canadian residents reduced their net holdings of each others' equities. 


Trading in outstanding Canadian securities gave rise to net purchases of $109 million on gross 
trading of $414 million, compared with no net movement of capital in the first quarter on gross trading | 
of $398 million. Transactions in outstanding bonds and debentures led to a net outflow of $26 million 
which augmented the $83 million net repurchase balance from trade in Canadian equities. 
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New Issues of Canadian Bonds Sold to Proceeds of $213 million from new 
United States Residents Canadian issues abroad were down 63 per cent 
from the first quarter figure of $524 million. 


Bid Offer- De- Unde- The sale abroad of provincial government bonds 
ings liveries livered (1) at $58 million was especially reduced from 
millions of dollars levels prevalent in preceding quarters. These 

levels will probably not be reached again for 
WR ces ccs c's s 1,884 es SiSi5) 923 a while due both to factors influencing fo- 
| See 1,149 1,288 784 reign capital markets and the request by the 
| Minister of Finance at a meeting of federal 
1969 ih“ Oherserbepe 398 373 948 and provincial finance ministers early in 
T]he 0) Ghai Ze. PD jf 948 June to refrain from obtaining funds outside 
iF 0 Ogee 246 394 800 Canada. Foreign security issues of munici- 
HV Ole a cc 6 233 249 784 palities and corporations were also notably 
| lower than in the previous quarter. The pro- 
eo el O .... sae 410 706 portion of total new financing of Canadian 
f 1 Ck Joa ie 55 140 621 companies obtained abroad dropped to 5 per 
| cent from some 27 per cent in the first quar- 
| (1) At end of period. ter, as the differential between corporate 


bond yields in Canada and the United States 
narrowed from a premium of approximately 50 basis points in Canada at the end of March to near parity 
by the end of June. A heavy calendar of new bond issues in the United States, possibly influenced by 
some movement of capital out of the short-term money market following the petition for re-organization 
of its affairs by the Penn Central Transportation Company, resulted in bond yields in the United States 
increasing while those in Canada remained relatively stable. In contrast with the previous two years, 
‘when Germany became a major supplier of foreign capital, less than 5 per cent of new Canadian issues 
abroad in the second quarter came from West Germany, while the United States supplied 73 per cent and 
the United Kingdom 17 per cent. 


| The large increase in retirements of Canadian securities during the quarter represented mainly 
the redemption of an Italian currency note issued by the federal government in 1968 to increase fo- 
'reign currency reserves. (A tranche of about one third was retired on maturity in May, while the re- 
maining two tranches were retired in June well ahead of their maturity dates.) Retirements of provin- 
cial government bonds were also considerably higher than in previous periods, while those of municipa- 
lities and corporations were near the levels existing in the second quarter of 1969. 


Capital inflows of $81 million from foreign security transactions were in effect wholly accoun- 
ted for by trading in outstanding issues. Although 30 per cent lower than in the first quarter, the 
‘met inflow during the second quarter continued to be unusually high by historical standards on consi- 
derably reduced turnover, reflecting the current depressed state of equity markets generally. New 
issues of foreign securities sold in Canada and retirements of foreign securities held by Canadians 
gave rise to offsetting capital movements of $3 million each, compared with new issues of $3 million 
and retirements of $2 million in the first quarter. 


Other Capital Flows in Long-Term Forms 


Disbursements by the Canadian Government under intergovernmental loan programs rose aimost $10 
million to over $30 million in the second quarter of 1970 — all under the development loan program. 
Geographically more than 85 per cent of the disbursements went to Commonwealth countries in Asia. In 
addition Canada made a subscription of $27 million to an international investment agency. Repayments 
‘of principal on intergovernmental loans outstanding under earlier programs amounted to almost $7 mil- 
lion. 

} 


Transactions during the quarter arising from the financing of medium and long-term export cre- 
dits extended from Canada directly or indirectly at the risk of the Government led to a net capital 
outflow of $33 million a swing of $44 million from the preceding quarter's net repayment balance of 
$11 million. This result was due both to increased advances by Canada and to declining repayments by 
recipient countries. Higher advances for the purchase of wheat by Sino-Soviet countries and the pur- 
chase of other commodities by Commonwealth countries were responsible for the greater part of the in- 
crease. 
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Export Credits(1) Extended Directly or Indirectly at Risk of the Government of Canada 
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(1) Medium and long-term. 


The remaining capital movements in long-term forms, which include bank and other long-term 
loans, mortgage investments and movements of insurance funds, led to a net inflow of $6 million com- 
pared with a much higher inflow of $55 million in the first quarter of 1970. 


Capital Movements in Short-term Forms 


Non-resident holdings of Canadian dollar deposits rose by $36 million in the second quarter. 
Residents of the United States and the United Kingdom increased their holdings by $22 million and $16 
million, respectively while those of all other countries declined by $2 million. Government of Canada 
demand liabilities in the form of interest free demand notes issued to international investment agen- 
cies increased by $27 million in the second quarter of 1970. 


A decrease by Canadian residents of their holdings of foreign currency bank balances and other 
short-term funds abroad held through the Canadian chartered banks was more than offset by continued 
large outflows to build up balances held directly abroad in foreign banks. These movements together 
resulted in a net capital outflow of $13 million for the quarter. Net outflows to the United States 
and the United Kingdom amounted to $99 million and $95 million, respectively while net inflows of $181 
million occurred from all other countries. Canadian holdings of swapped deposits declined in the quar- 
ter by about $330 million to $1,284 million after reaching $1,728 million on January 21, 1970. 


Foreign participation in the Canadian money market increased substantially during the second 
quarter. The volume of transactions in finance company paper was up by 76 per cent, exceeding $1 1/2 
billion, and led to a net inflow of $171 million. Turnover in treasury bills and other types of pa- 
per was also high, but comparable with first quarter levels, resulting in moderate net capital out- 
flows. Non-residents reduced their holdings of Government of Canada treasury bills by $6 million, 
while international transactions in commercial paper led to a net outflow of $7 million and exactly : 
offset the net inflow from transactions in this class of security in the first quarter. Other short- 
term paper, including notes of banks, mortgage loan companies, and municipal and provincial governments, 
attracted a net outflow of $13 million, compared with a net outflow of $1 million in the first quarter 
of 1970 and a net inflow of $24 million in the fourth quarter of 1969. 


Yields on most types of paper were lower in Canada than in the United States on an unhedged 
basis, but a substantial premium on the forward Canadian dollar provided an incentive to the movement 
of arbitrage capital, and appears to have had an effect on investment by United States residents in 
Canadian dollar denominated paper mainly of subsidiaries of United States finance companies. The pre~ 
mium on the forward Canadian dollar, calculated as the average spread between spot and forward noon 
rates for the month as a whole, stood at 140 basis points in June, more than off-setting the differen- 
tial between Canadian and United States treasury bills which reached a maximum of 98 basis points in 
May, expressed on the basis of average monthly yields. 
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Foreign exchange transactions by the authorities in April and May to keep the Canadian dollar 
within its pegged limits required large amounts of Canadian currency, resulting in a considerable in- 
crease in the volume of treasury bills outstanding during the quarter. With some easing of monetary 
_ policy signalled by successive reductions in the bank rate from 8 per cent to 7 1/2 per cent and sub- 
_ sequently to 7 per cent, yields on 90-day treasury bills fell fairly steadily from a high of 7.02 per 


cent in the first week in April to 5.84 per cent in June, before rising slightly at the end of the 
quarter to 5.94 per cent. 


| There was an increase in non-resident claims on Canadian finance companies in the form of bank 
_ loans and inter-company accounts totalling $69 million in the second quarter. All other transactions led 
to a net capital inflow of $279 million. Identified items indicate that substantial inflows arose from 

a jump in short-term bank loans obtained by Canadian residents and an increase in inter-company accounts 
payable. A rise in accounts receivable produced the most prominent outflow. About two fifths of the 
overall net inflow represented amounts which have not yet been identified. 


Official International Monetary Assets and Liabilities 


| On May 31, 1970 the Minister of Finance announced that the Canadian authorities would no longer 
_peg the Canadian dollar to within one per cent of its par value of 92 1/2 U.S. cents. 

Canada's obligations under the Articles of Agreement of the International Monetary Fund 
taken as soon as circumstances permitted. 


A resumption of 
would be under- 


| In explaining this decision the Minister noted the extremely strong position of the Canadian 
dollar in the exchange market since the beginning of 1970. He announced that the over-all official 
reserve position had risen during the past five months by more than US $1,200 million, not including 
the allocation of Special Drawing Rights. The reserves had been increasing at an accelerating rate. 
In the first quarter they rose by US $367 million (excluding the allocation of US $124.3 million of 
Special Drawing Rights on January 1, 1970). In April they rose by US $225 million. In May the offi- 
cial reserves rose by US $262 million, and in addition, as a result of swaps and forward transactions, 
US $360 million had been acquired for future delivery, for a total increase of US $622 million. 


| These reserve increases resulted from the strong current merchandise trade surplus that deve- 
loped in the early months of this year and from the continuing heavy inflow of funds arising from long- 
term borrowing by Canadians in foreign capital markets particularly in the first quarter. The large 
outflow of short-term capital which had sharply limited the increase in the official reserves last 
-year did not continue in 1970 as certain important short-term interest rates abroad declined and the 
emerging premium on the forward Canadian dollar encouraged a net inflow of short-term funds. 

| The accumulation of reserves in 1970 had greatly increased the cash requirements of the Govern- 
ment of Canada. The government's cash balances were substantially reduced, and an additional $250 mil- 


lion was acquired by the sale in mid-May of a special issue of treasury bills in order to provide ad- 
ditional resources to the Exchange Fund. 


The Minister emphasized that the rate of accumulation of reserves had been accelerating steadi- 
ly throughout the year. If this trend had continued, Canada's official reserves would have risen ra- 
pidly to levels far in excess of Canada's needs. Large-scale speculative buying of Canadian dollars 
would have been encouraged, with disruptive effects upon the international payments system, and with 
large windfall profits for speculators. 


It was noted that any appreciation of the Canadian dollar for any extended period of time, 
without offsetting measures, would however tend to have a further restraining effect on the economy. 
‘This, the Minister emphasized, would not be appropriate in present circumstances. The Exchange Fund 
would therefore stand ready to maintain orderly conditions in the exchange market and to operate for 
the time being to moderate any appreciation of the Canadian dollar. The Minister further stated that 
the government was reviewing its general economic and financial policies in these changed circumstan- 
ces. In this connection, he noted with approval the concurrent announcement by the Bank of Canada of 
a reduction in Bank Rate from 7 1/2 per cent to 7 per cent. 


In the second quarter as a whole holdings of United States dollars and other convertible cur- 
rencies increased by US $713 million and US $3 million to levels of US $2,770 million and US $17 mil- 
lion respectively. Both the magnitude of the increase and the level of holdings in United States dol- 
lars surpassed all other previous quarters. 
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Canada's reserve position with the Inter- 


NET OFFICIAL MONETARY ASSETS national Monetary Fund totalled US $523 million 
MILLIONS OF at the end of June, an increase of US $8 million 
UNITED STATES DOLLARS 
5,500 for the quarter. Drawings of Canadian dollars 
accounted for US $30 million while repayments in 
5,000 ; ; : ’ 
Canadian dollars by foreign countries of previous 
4,500 drawings amounted to US $22 million in the quar- 
ter. 
4,000 
3,500 Holdings of Special Drawing Rights increa- 


sed by US $10 million to the equivalent of US $143 
million at the end of the quarter. Changes in 
2,500 these holdings can arise from annual allocations, 
transactions with other holders and earnings on 
net IMF position. 
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The total of the above transactions provided 
1969 


for an overall increase in Canada's net official 
monetary assets in the second quarter expressed 
in Canadian dollars of a record $781 million. 


As noted above the freeing of the Canadian 
dollar from a fixed value in terms of other cur- 
rencies followed more than six months of strong 

upward pressure in the foreign exchange market. Spot Canadian dollars had been on or near the effec- 
tive ceiling of about 107.25 Canadian cents for one United States dollar since last December. The 
forward rate moved to a premium in April indicating that in this section of the market some apprecia- 
tion beyond the one per cent limit was anticipated. The spot rate for the Canadian dollar closed the 
quarter at 103.44 cents for US $1.00. During the month of June the Canadian dollar traded in a range 
between 102.56 and 104.69 cents for US $1.00. 


United States Dollar in Canada Pound Sterling in Canada 
; : Noon F Noon 

Period High Low Close High Low Close 
average average 
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Revisions 


This publication, as is usual in the second quarter report of each year, contains revisions to 


the data for the previous two years. The largest current account revisions have been made in the items 
"other service receipts and payments". The bulk of the changes on this account has been due to revi- 
sions to the data on miscellaneous income and business services and other transactions, including spe- 
cial tooling charges by the automotive industry, trade union funds and expenditures of branch offices 
abroad. Revisions made to the miscellaneous income figures were caused mainly by some additional in- 


formation and certain refinements of the existing statistical series on profits of insurance companies 
and banking revenues. 


Principal changes in the capital account for both 1968 and 196 
movements in long-term forms. Additional outflows in 1968 were recorded for Canadian direct investment 
abroad and retirements of Canadian securities. The largest movement, however, was the swing of $224 
million in "other long-term capital transactions" to an inflow of $182 million. Revisions to 1969 data 


were also concentrated in long-term capital movements but were of a smaller magnitude than in the pre- 
vious year. 


9 were concentrated in capital 


Technical Note — Conversion Procedures 
ew Overs ton frocedures 


In the light of the changed exchange arrangements it may be useful to set out the procedures 
followed in constructing these estimates. In general the flows involve conversion of transactions in 
foreign currencies into Canadian dollar equivalents at noon average exchange rates for the appropriate 
month or quarter. This, for example, is the treatment followed in the case of the United States dol- 
lar proceeds of a bond issue. Where flows are derived from changes in outstanding balances which are 
expressed in Canadian dollars but are in reality foreign currency claims (as, for example, foreign cur- 
rency banking data), the procedure is to reconvert the balances to foreign currency, normally US dol- 
lars, at the exchange rate for the close of the day to which they pertain. The changes (expressed in 
foreign currency) between periods are then reconverted at the relevant noon average exchange rate for 


the periods covered. These practices have been followed for many years but were of less consequence 
during the period of fixed exchange parities. 
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TABLE 1. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS (1) 
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Data for 1968 are mostly final, those for 1969 and 1970 are preliminary. 
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Trade of Canada figures with certain valuation and timing adjustments appropriate for balance 
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(3) Personal and institutional remittances include pension payments. 
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TABLE 1. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS (1) 
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line was included in "all other current" transactions. 
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Prior to 1 Quarter 1970 publications, the total of this 
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TABLE 1. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS(1) - Concluded 
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Balance of capital movements in long-term forms 
(lines: 33446) ha tiacc ce cacare eee canon ondomonentenedeeessell Flaten Wie em iis iid hy oe eae meet ont + 532 


Resident holdings of foreign bank balances and other short- 
term funds abroad ...... 3 Aceh: = 8991) + Om = £70 - 142] - 156 - 568 


Non-resident holdings of Canadian: 


Dodbar wdepost tes mere voce oretevoieio aie cheiete ocayei cig ove A Ge cs) | ecm) | a coe Wma Se SN cL go eS 
Government demand liabilities ...... SOOO eC - G| - Sal Ba i shame, - 2 - 30 
Treasury biG ea. « craters é : + $23 - 1 + it + 13 + 13 - 10 
Gommexrcial Gpapeirneeieinssteieieelsvedert tree Spenerexcra me eheler scene: shevents - - 2 - il - if + 23 
Finance company paper ...... ate salen = 860) “= 935 = 37 - + 159 + TE 
Other short-term paper ....... < atte ae a 7 rm we ee ee 2 - 22 
Other finance company obligations . Sih 6% =P 6) = 7 a 2 Geese eee + 28 
Other short=-termrcapital transactions (63) tatelsicrclais cicicrelclererelcrerelsiers - 571) = 97) = 332) +178] - 348 + 230 
Balance of capital movements in short-term forms 
(Lines? 4S=S6) mF cto: atets:ookesysltericenslere ore a e.clene oid enclave letetee eve - 702 - 144 - 524 + 172 =. S20 - 252 
Motal net ‘capital! \balance vacates csteic cles a aelere atleterokens - 537| + 605 - 151] + 539 + 235 + 280 
Allocation of Special Drawing Rights wate ove eee eee coe eee 
Net official monetary movements (7): 
Official international resexnviesmyays oles ci. slelteciie cleo ctemei ete - 495| + 486 28|\ +8311 = 38 - 54 


+ 
Offi clal monetary. Liabilities = ersten slelro.s ereteleie erelare “BODS - 269} + 134] + 134 - - “ 
Net offictalh monetary assets sieu.sise selec + ae seus crelcveleteiae clover - 764] + 620] + 162] +331] - 38 - 54 


(4) A minus sign in Accounts D and E equals an outflow of capital from Canada and represents an increase in holdings of assets 
abroad or a reduction in liabilities to non-residents. 
(5) Exclusive of undistributed profits. 


EO ——— 


= TO 


| TABLE 1. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS(1) - Concluded 


Capital Account (4) 


| 1968 1969 ended Recher a) bine 


millions of dollars 


D 
+ 79 se ERY] + 190 + 165 “a ot NS)S) 8) OOS fee O2u 1 33 
- 25 = pS - 130 =" 720 - 225 - 255 = 250 2 34 
Shee Te es) ek =, 26 = 70 ote 2 > 31 3. 35 
- 4 - 24 © 4 - 83 + 114 CE: ae i 3.2 136 
+ 565 + 370 + 524 + 213 + 1,917 + 2,067 + 1,672 4 ai 
aes) - 135 - 86 - 244 = 431 - 396 == LS 5 38 
+ 65 + -105 + 116 81 - 420 + - 114 chee SOT, 6 a) 
hye = » 6 = a3 =. 5S 2 LT - 43 - 17 7 40 
2 3 aa 3 fr 30 te 35 ete 10 8 41 
} 
= LS =. 920 - 25 - 59 - 78 - 89 =) 19 9 42 
- 20 - tego ai te 5 22 ap 27 10 43 
- Poe 2 =- = ote 88 ae 32 ae 32 iti 44 
=e Pf = ea sy = 33 fc 29 - 9 + 13 12 45 
= 8 Sl, ro Oo sO +) S2 as 69 qe MEAG 13 46 
+ 596 +569 +1055 se 7 + 1,654 Te ASIST) O27, |e ed 47 
| - 621 - 259 209 - 13 - A401 - 1,604 = .OS4aD 17 ales 
mr ie sy) 3d SO + 70 + 60 ape eS Lasd, [49 
sp yl =. '3 = 2 eee ae 21 - 34 + 23 WAEIA || 53 
tots + 19 10 - 6 + 48 + aD a 32 14.3 oy 
- 15 basa ae WA = + 1 + 42 + 20 Ty Cane 
= 7A: oe eed, == 76 aoe aya - 132 mie LEAS, “f 41 LTS 53 
= 5 +25 = 1 - 28 - 2 = 3 = 9 17.2b | 54 
ae a 2 - 34 +7 69 an 19 a erilG Pe LOO ieee 55 
a2 - 163 - 442 ae CAPS, - 822 - 189 - 234 17.5 56 
| 
| - 607 = 2h] - 302 + 320 - 1,198 - 1,401 - 398 |e 2 57 
etl + 352 t= 353 + 535 + 456 oO lee 29 Nm 3 58 
eee see ap allele! - eee eee 4 133 Se) 
H 
iD + 162 ea, eT OL “in 350 + 65 + 1,465 4 60 
se 3. A 4 - 1 - - 2 61 
aie: + 162 + 527 + 781 + 349 a 65 + 1,465 6 62 


; 


! (6) Includes balancing item representing difference between direct measures of current and capital accounts and embodies 
errors and omissions from both accounts. 
(7) For detailed composition of official monetary assets see Table 4. 
++. Not applicable. 


Line 
No. 


NWN LEW MY 


ll 


2 


13 
14 
ss 
16 
LZ 


18 


19 
20 
21 


pag 


23 


24 
25) 
26 
27 
28 
29 


30 


31 


32 


aie 


TABLE 2. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Current Account - Seasonally Adjusted 


millions of dollars 


Acct, Teen 
No. 
A Current receipts 
1 Merchandise exports (adjusted)(1l) . 


Service receipts 
3 Gold production available for export 
4 Travel ... 
5 Interest and dividends . 
6 Freight and shipping ......-. 
(part)11 Other service receipts ... 
Total service receipts 


Sub-totals, exports of goods and services ..... 
Transfer receipts 
7 Inheritances and immigrants' funds 


(part) 11 Personal and institutional remittances (2) 


12 Total current receipts . 


B Current payments 


1 Merchandise imports (adjusted)(1) .... 


Service payments 


4 Travel 
5 Interest and dividends ... 
6 Freight and shipping . 


(part)11 Other service payments . 
Total service payments 


Sub-totals, imports of goods and services 


Transfer payments 


7 Inheritances and emigrants' funds .... 
(part) 11 Personal and institutional remittances(2) 
9 Official contributions .. 
12 
C Current account balance 
iL Merchandise trade Wir. rete sctelel sictelislsrevelolsiets 
Service transactions 
Gold production available for export 
Interest and dividends 
Freight and shipping . 
Other service transactions 
Balance on goods and services ....... 
Net transfers ... 
4 


3,240 


23,9695 


246 
304 
227 
354 
Lea isi 


4,096 


57 
36 
25 


4,214 


275 


3; 


4, 


4, 


2, 


1, 


4, 


4, 


(1) Trade of Canada figures with certain valuation and timing adjustments appropriate for balance 


348 Bie 


ay) 
252 
86 
22k 
209 
795 


143 4, 


oF 
24 


258 4, 


92 Se 


231 
322 
230 
353 
136 ibe 


048 4, 


56 
35 
30 


169 4, 


436 + 


NN 
PN 
Lag cte 


89 of 


of payments. 


389 


au 
246 
100 
225 
Zk 
813 


202 


108 
24 


334 


008 


269 
325 
231 
356 
181 


189 


47 
37 
4l 


314 


381 


20 


3; 


4, 


4, 


3, 


1, 


4, 


4, 


560 


30 
238 
95 
228 
215 
806 


366 


93 
24 


483 


Pai 


262 
308 
243 
378 
191 


468 


49 
40 
37 


594 


283 


eee | 


TABLE 2. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Current Account - Seasonally Adjusted 


millions of dollars 


No. 


A 
3,718 3,614 3,637 3,905 4,263 4, 266 1 1 
30 28 ZY 8 24 26 3 2 
255 268 263 288 317 314 4 3 
97 115 103 99 124 123 5 4 
230 235 225 246 264 264 6 5 
248 252 271 291 288 294 (part)11| 6 
860 898 889 947 1,017 1,021 7 
4,578 4,512 4,526 4,852 5,280 5,287 8 
88 90 86 99 100 91 7 9 
D2 23 23 23 25 24 (part)11}] 10 
4,688 4,625 4,635 4,974 5,405 5,402 1 | 4 

B 
3,483 3,422 3,468 3,614 3,558 37572 i | ee 
304 323 343 322 335 352 de oby 13 
325 335 333 352 419 368 Sal 14 
241 256 239 255 261 251, 6 | 15 
380 382 401 425 428 419 (part)11] 16 
1, 250 1, 296 1,316 1,354 1,443 1,390 17 
4,733 4,718 4,784 4,968 5,001 4,962 18 
48 48 49 49 51 53 g | ¥9 
43 41 43 45 44 47 (part)11| 20 
29 37 38 40 45 31 9 \eoY 
4,853 4,844 4,914 5,102 5, 141 5,093 12 | ge 

c 
+ 235 + 192 + 169 + 291 + 705 + 694 i | 2s 
+ 30 + 28 + 27 + 23 + 24 + 26 24 
- 49 - 55 - 80 - 34 - 18 - 38 25 
- 228 - 220 - 230 - 253 - 295 - 245 26 
- ll - 21 - 14 an) + 3 + 13 27 
- 132 - 130 - 130 - 134 - 140 - 125 28 
- 390 - 398 - 427 - 407 - 426 - 369 29 
- 155 - 206 - 258 - 116 + 279 + 325 30 
- 10 - 13 - 21 - 12 - 15 - 16 31 
- 165 - 219 - 279 - 128 + 264 + 309 4 | 32 


(2) Personal and institutional remittances include pension payments. Prior to I Quarter 1970 publications, the total of this 
line was included in "all other current" transactions. 


See 


2995 


TABLE 3. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Item 


United States 
Merchandise exports (adjusted) . 
Non-merchandise receipts (1,4) 
Total current receipts .. 


Merchandise imports (adjusted) 
Non-merchandise payments(1) 
Total current payments 


Balance 
Merchandise trade 
Non-merchandise trade 
Current account balance . 


Capital movements( 2) 
In long-term forms 
In short-term forms 
Total net capital balance 


United Kingdom 
Merchandise exports (adjusted) 


Non-merchandise receipts(1) 
Total current receipts 


Merchandise imports (adjusted) 
Non-merchandise payments(1) 
Total current payments 


Balance 


Capital movements(2) 
In long-term forms . 
In short-term forms 


Rest of the Sterling Area 
Merchandise exports (adjusted) 


Non-merchandise receipts(1) 
Total current receipts 


Merchandise imports (adjusted) 
Non-merchandise payments(1) 
Total current payments 


Balance 
Merchandise trade .. 
Non-merchandise trade 


footnotes at the end of table. 


By Area 


millions of dollars 


823 
102 
425 


161 
149 
310 


+ 162 


ya iis) 


165 
70 
239 


130 
54 
184 


ae a5) 
mae tls 
ie oy! 


+++ 


303 
93 
396 


181 
118 
299 


+ £22 


25 
97 


37, 
125 
88 


+++ 


289 
Ti2 
401 


L72 
101 
273 


117 
11 
128 


10 
348 
338 


+++ 


+++ 


155 
222 
151 


223 


a8 = 


TABLE 3. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


By Area 


1969 1970 
Four quarters 


1968 1969 ended 


millions of dollars 


2,436 2,938 2039 2,981 9,116 10,499 

925 DHT 487 692 eases) 2,013 
Be 508 SOLD, 3,126 3,673 11,469 1350/2 
2,281 2,707 2,462 2,786 8, 867 10,103 
1,012 Sys) 973 1,016 35923 3,847 


55293 3,686 3,435 3,802 12,390 135950 


+ 155 + 231 + 177 + 195 + 249 + 396 
Sy - 402 - 486 - 324 - 1,170 all, 274 
68 = alg - 309 - 129 =: - pil =") 878 
+ 467 + 405 + 564 + 162 el 134 + 1,605 
- 494 =) Ga = 125 + 391 = il 27ie = 500 
5 Oey + 264 + 439 + 553 Se ileys + 1,105 
272 269 335 415 1,240 1,120 
139 147 140 154 380 530 
411 416 475 569 1,620 1,650 
203 180 168 201 682 786 
171 125 124 157 472 527 
374 305 292 358 1154 1,313 
+ 69 + 89 + 167 + 214 + 558 + 334 
= 3 + 22 + 16 Sines = 92 + 3 
+ 37 + 111 + 183 ++. 211 + 466 ee 1937 
= 24 + 59 + 69 + 54 a 67 : 56 
275 iG - 66 - 64 S @aby = lS 
- 299 Sly ++ 3 = ie - 350 = Lor 
165 156 181 186 615 618 
75 66 57 64 235 257 
240 222 238 250 850 875 
168 173 108 189 457 587 
56 54 63 63 196 230 
224 227 171 252 653 817 
ge ay 15 gS 2 3 + 158 + aL 
+ 19 + 12 ~—-§ + 1 p> 30 toe td 
+ 16 Sana: + 67 Rate 4 7197 es aie cee 


SS 


TABLE 3. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS - Concluded 


By Area 


No. Item 


millions of dollars 


Other OECD (Europe) (3) 
Merchandise exports (adjusted) . 203 269 283 296 263 


Non-merchandise receipts(1) 57 77 74 66 56 
Total current receipts . 260 346 357 362 319) 


Merchandise imports (adjusted) 181 240 235 285 214 
Non-merchandise payments (1) ih 126 163 129 121 
Total current payments 302 366 398 414 335 


Balance 
Merchandise trade .. ap 2472 ap BE, + 48 =temeladt + 49 + 


Non-merchandise trade ..... - 64 - 49 - 89 - 63 - 65 - 
Current account balance . roe - 42 - 20 - 4l = 52 - 16 - 


Other Countries 


Merchandise exports (adjusted) 332 425 hifi 387 314 
Non-merchandise receipts(l) .... 59 67 85 74 60 
Total current receipts 391) 492 456 461 374 
Merchandise imports (adjusted) 260 303 314 338 295 
Non-merchandise payments (1) 89 91 105 114 115 
Total current payments 349 394 419 452 410 
Balance 
Merchandise trade . ape Ih? ai diese ae) Sy) ar eS ae. 1S + 
Non-merchandise trade = 3ht - 24 = 2 - 40 - 55 - 
sp ae Shs) ay oe a OY - 36 - 
All Countries 
Merchandise exports (adjusted) . 3,017 3,532 3,321 3,667 3,467 3, 
Non-merchandise receipts(l, 4) .. 658 901 1,254 834 745 ibe 
Total current receipts 3,675 4,433 4, 515 4,501 4,212 4, 
Merchandise imports (adjusted) 2,754 3,140 2,859 3,409 3,226 3, 
Non-merchandise payments(1) 1,148 1,278 1,403 1,300 1257 1, 
Total current payments 3,902 4,418 4,262 4,709 4,485 5; 
Balance 
+ 263 ir BOY + 462 ar EK + 241 + 
- 490 = 317 - 149 - 466 - 514 - 
- 227 ae OLS: ar Sls! - 208 - 273 - 
Capital movements 
In long-term forms ; LOS + 749 SS +5367 + 560 =f 
In short-term forms - 702 - 144 - 524 an duff = 325 - 
Total oneGecapreake Dalancemssscenue ce cect = 337 + 605 - 151 + 539 + 235 + 
Allocation of Special Drawing Rights ....... eee eee eee eee see 
Net official monetary movements - 764 + 620 + 162 +35) - 38 - 


(1) Including transfer receipts/payments. 


61 


383 
74 
457 


348 
123 
471 


35 
49 
14 


280 


(2) Capital movements by area on a quarterly basis are available at this time only for Canada's transactions with the United 


States and the United Kingdom. 


305 
84 
389 


283 
ikea 
460 


22 
93 
71 


5 


+) 162 


TABLE 3, CANADIAN BALANCE OF INTERNATIONAL PAYMENTS - Concluded 


cjop 
84 
435 


238 
146 
384 


+ 143 
62 


+ 24 


35230 
870 
4,806 


3,303 
1,462 
4,765 


633 
592 
41 


+ 


+ 


+ 655 
302 
353 


a 


sed ESI 


ap SAY 


+ 104 


ae ksh 


- 25 - 


By Area 


millions of dollars 


t+ 
PR 
pm oO 
oOowm 
of 


+ 349 


L203 
294 
1,497 


1,124 
395 
AeA) 


=F 79 


+ 1 


301 
222 


65 


Four quarters 
ended 
11Q 1970 


13395 
340 
E3735 


5154 
639 
1S T/SYE: 


+ 241 
- 299) 


+ 
— 
oO 
wo 
Ne} 


+ 1,465 


43 
44 
45 


46 


47 
48 


49 
50 
ill 


64 


65 


(3) Includes Austria, Belgium and Luxembourg, Denmark, Federal Republic of Germany, France, Greece, Greenland, Italy, Nether- 


lands, Norway, Portugal, Spain, Sweden, Switzerland and Turkey. 


Finland included as of January 1970. 


(4) Gold production available for export has not been allocated on a bilateral basis but is included in the total for all 


countries. 


++. Not applicable. 
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TABLE 4. CANADA'S OFFICIAL INTERNATIONAL MONETARY ASSETS AND LIABILITIES 


1968 1969 


Item 
No. 


millions of United States dollars at end of period 


Assets 


Official holdings of foreign exchange 


WeSe COLMATS wele letercie ls atetaters sicher 
Other convertible currencies .... 


Monetary gold .c..cccccteccsscocecveces oa 


Special Drawing Rights ....... 


Reserve position in IMF 


Total official international re- 
SELVie's\(l))matetatate ctersletelele eievoceretetane/ ere ere 


Liabilities 


Use of IME credlie2)y o5%) os. crea certains 


Foreign exchange deposit liabilities . 


Reported use of central bank reciprocal 
CHEAUER FACET ELES 6: cus, cidaite a iter te Ge 


10 Total official monetary liabilities 


11 | Net official monetary assets ........... 


Change in millions of Canadian dollars 


Change in Assets and Liabilities 


12 | Total official international reserves(3) - 495 + 486 +- 28 ey oro! - 38 


13 | Total official monetary liabilities(3) - 269 + 134 + 134 - es 


(1) As published by the Minister of Finance. 


322 


2,961 


2,960 


- 54 


(2) Transactions with the IMF when that institution holds Canadian dollars in excess of 100 per cent of the Canadian quota. 


a 2 Fie 


TABLE 4. CANADA'S OFFICIAL INTERNATIONAL MONETARY ASSETS AND LIABILITIES 


1969 


No. 


millions of United States dollars at end of period 


1,668 


ZOD 


Change in millions of Canadian dollars 


| 
- 5 + 162 + 527 + 781 + 241 + 281 + 259 12 
2 - 4 13 


(3) These totals appear as items H4 and H5 in Table l. 
+-. Not applicable. 


1947- 


aie 


TABLE 5. CANADA'S GENERAL ACCOUNT WITH THE INTERNATIONAL MONETARY FUND (1) 


Canadian liabilities 
(equals IMF holdings of Canadian dollars) 


: Canada's 
Transactions Transactions 
net 
b 
malo 

Subscrip- none / Foreign currencies Canadian dollars liabil- 

p assets | Subscrip- aon IMF (2) 
tion to Th ENS) 

Other 


} tions and 


Canadian assets 


IMF : Re- Drawings 
loans Drawings Re- 
(Quota) payments by other 
by Canada eS coenerieat) payments 
millions of United States dollars 

1966 .... 740.0] 50.0 790.0 605.0 300.0 - 245.7 - 949.4 570) a Gli) 3415 448.5 

ace eeeee -15.0 TiS. 0 = LO - 30.0 45.1 341.6 433n4 

vere neeee -35.0 740.0 = 35,0 426.0 - 64.8 - 138.5 Hee) |x Praca nC). SB site: 206.2 

sere eeeee 95 83525 655.5 AS oS 43.2 8.4 8575.4 478.1 

eros ca 78 -35.0 740.0 Paes ion 0) 426.0 te 739.9 ORM 

TD Sawebers ae 740.0 ee ie heate 618.9 12a 

pty eee craks 740.0 - 64.8 SDE eal! 185.9 

HL Varrayeoeeo 6 740.0 sae RS - 2.8(4) Selelese! 206.2 

i eer 740.0 - 15.0 518.8 22 

1a aesone 40.0 780.0 40.0 = 103.5 2 DGS)) 457.8 3222 

TSP csnen ore 25a) 805.5 PAS YS) - 87.0 0.8 6.1(3) 403.2 402.3 

LVS Stevecss B0506 83545 = 88.0 42.4 |- 0.2(4) SIS lets 478.1 

iL rena 24.5 860.0 2455 - 63.8 U3su 8.8 (3) 345.0 515.0 

eee ere 860.0 =" (29 57 222 300e5 5225 
1 Ea hi Fat ese 


(1) Excludes Special Drawing Rights account. 

(2) This is a cumulative measure of the net resources provided by Canada to the IMF including loans under the General Arrange- 
ments to Borrow (GAB). Canada's net balance with the IMF, when positive, represents its reserve position in the IMF. 
This may be drawn by Canada virtually automatically on statement of balance of payments need, but Canada would then be un- 
der an obligation to restore its net balance to 25 per cent of its quota which is currently $740 million, i.e. to $185 
million. The Canadian dollar equivalent of changes in positive balances appears as a component of item H4 in Table 1. 
Changes in negative balances, i.e. use of IMF credit, are shown as a component of item H5. 

(3) Sales of Canadian dollars to IMF for gold. 

(4) Dividend payment to Canada. 

(5) Acquisition of GAB notes issued previously to another IMF member. 


Note: 


The statement is expressed in terms of United States dollar equivalents in accordance with IMF practice. Since members 
are obligated to maintain the gold value of the IMF's holdings of their currencies, from time to time there have been 
adjustment payments between the IMF and Canada in Canadian dollars arising from changes in the exchange rate. These 
transactions are not reflected above because the series are shown in United States dollar equivalents, and do not appear 


in the balance of payments statements because only the change in Canada's net asset is shown. The adjustment transac- 
tions affect the Public Accounts of Canada. 


7) 


Item 


| OE IV 


I 


million of dollars 


Trade of Canada EXPORTS 


(including re-exports) 3,022 | 3,517 | 3,372 | 3,694 | 3,467 | 3,815 35556 | 4,035 | 3,939 
| 

| Adjustments: 

a iad oan seed s,0.3 Seon (act ee eee 15 =a |e et oN ee bl BEG = 
| Aircraft and other 

AGjJUSEMENES 2. os bce —8; — 14] — 30] — 12 = —silit i— 10 32 8 3 
| Equals merchandise exports 

adjusted to balance of 

payments basiS> |. u. <<. os 3,017 | 3,532 | 3,321.) 3,667 |3,467 | 3,809| 3,545 4,053 | 3,936 
| Trade of Canada IMPORTS ..]| 2,810 | 3,201 | 2,884 | 3,463 | 3,264 3,805) See49 IS a7 CA oe oor 
_ Adjustments: 

| Automotive products Secale S72 Se) — AAR 264 —i64a = 491 2 30) 199 
| Barerart and other... .4. 

SAUL PMODE sits hs oe. otene Se lom sols |dmetee Oe p— ESR ts one | fae 
| Other adjustments ...... See a Oye ono POE 5) SiG tee 65 || Seyee] SS. 
| Equals merchandise imports 
adjusted to balance of 

payments basis) ...... 2,754 | 3,140 | 2,859 | 3,409 | 3,226 | 3,706] 3,303 | 3,752 3,303 
| Trade balance on balance 
| of payments basis ...... +208) + 392 Pea Zona) + 258ale 24 | + 103) + 242 | +301) +.633 
! 


1968 1969 


Exports of goods and services: 


| Current receipts as per Canadian Balance of 


BeIaat Oa ls PAYMOCMES, huis. «ots Bees os hae ns 4,212 
| Deduct: 
| Current transfers: 
Bersonalercemi-teancesse CLC. woh. .iek sss. cules — 22 
Capital transfers: 
Inheritances and migrants' funds ............ — 62 
Total exports of goods and services as per 
National Income and Expenditure Accounts 4,128 
| tae ts of goods and services: 
, Current payments as per Canadian Balance of 
| BeecnaLtonadlePayMentS agi. ss sees ees ste ce 4,485 
Deduct : 
| Current transfers: 
| EScoonalmremibtances, GECh -o.nsedssosecee ces — 45 
DE Sete trade COMET DUE TONS) 8 causjeneeusucnsiehenendeyere.oie,e.s/'0 = ie 
Capital transfers: 
inherttances and migrants’ funds ......2....: — 40 
Add: 
Withholding taxes on dividends and interest 30 
Withholding taxes on other payments(1l) ........ 16 
Total imports of goods and services as per 
National Income and Expenditure Accounts 4,430 


@ Includes timing adjustments. 
Note: Data include some revisions not yet reflected 


TABLE 6. BALANCE OF PAYMENTS ADJUSTMENTS TO TRADE OF CANADA FIGURES 


4,525 


3,862 


+ 663 


1969 


yep Moy 
Sy 
— 49 
— 44 


32 
41 


5,095 


millions of dollars 


4,867 
ay 
— 46 
— 58 


31 
17 


4,769 


in the National Income and Expenditure Accounts. 


1968 1969 | 1970 


13, 605 |14,873 


13,537 |14,874 


12,358 |14, 202 


— 147| = 182 
= 28) — ii 
ZN Sy 


LLOQ ES 3987 


+1,375| + 887 


TABLE 7. RECONCILIATION STATEMENT WITH NATIONAL INCOME AND EXPENDITURE ACCOUNTS 


1970 


5,014 4, 806 5,662 
= 23 — 24 = 4 
— 92 ara — 101 
4,899 4,710 5,537 
5,204 4,765 5,416 
ile =ihhb — 48 
ory eo m2 
52 a2 — 49 
46 40 34 
19 26 36 
5,141 4,712 5,347 


. Exports 

or (adjusted) 
METAO! Soop oncode By Sey? 
ED OL iteretetekers ces a 5,889 
WOO 2 Maretetel stele coc 6,387 
LOGOS ere eterersterers'e 7,082 
POO ee eral orelctalets 8,238 
1965 .cccveseee 8,745 
L9G Gs -taleveiateretete 10,326 
US! Gdaencbocn IIL A SSks} 
L908 ole oic'eteieie 1135937 
UO 6 Setatorercrsleretstars 14,874 


LOTO Werere oes + ele 


1965 Ip onade 1,826 
dN a caceoc 29 I 
LS bow 2,263 
TEV eon sirenerrs 2,465 
1966 J We ee; Dees 
Plier etetains 2,602 
EG IAE Seaneolescaike 2,695 
JEN eG 6.0 dan 2,806 
1967 ert redseate 2,596 
di 6 6.6 aon 3,003 
IME Rowe oc 2,691 
LINE (ator ocr 3,048 
1968 Leetetscateve 35.017 
Se Saeter crass 3532 
IAL Acme 3,321 
LIN DS clan EROS 3,667 
1969 ais GS Fic 3,467 
TEs Que cen 3,809 
TIDY acvetereue 3,545 
IE yor oot 4,053 
1970 Thane ene 3,936 
Meer ate coneuete 4.525 
2B BIW Facto cere 
Ti Viger eters ets 


(1) Includes transfers. 


£3052 


TABLE 8. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Imports 


(adjusted) 


5, 540 
5,716 
6,203 
6,579 
7,537 


8,627 
10,102 
10,772 
12,162 
13,987 


1,866 
2,218 
2,101 
2,442 


2-983 
2,651 
2,472 
2,766 


2,481 
2,975 
2,591 
2.725 


2,754 
3,140 
2,859 
3,409 


3,226 
3, 706 
35503 
35 SY 


3,303 
3,862 


Trade 
balance 


+++] 


+++ ++4+ +++ 


++4t 


148 
173 
184 
503 
701 


118 
224 
566 
375 
887 


40 
27 
162 
AB, 


10 
49 
229 
40 


1S 

28 
100 
323 


263 
392 
462 
258 


241 
103 
242 
301 


633 
663 


Summary of Current Account 


Non- 
merchandise 
receipts (1) 


Non- 
merchandise 
payments(1) 


Non- 
merchandise 
balance 


millions of dollars 


1, 744 
1,899 
2,036 
2,207 
2,509 


2,736 
3,070 
3,747 
3,647 
4,048 


505 
648 
930 
653 


563 
734 
1,033 
740 


648 
947 
1,350 
802 


658 
901 
1,254 
834 


745 
1,014 
1528 

961 


870 
bes ThE 7) 


(2) Includes gold production available for export. 


2,829 
3,000 
3,050 
SeE 
3,634 


3,984 
4,456 
4,812 
5,129 
5,726 


886 
985 
1,058 
1,055 


960 
1,065 
ees 
1,208 


1,076 
1,244 
1,250 
1,242 


1,148 
L278 
1,403 
1,300 


15.259 
1,451 
1,564 
1,452 


1,462 
1,554 


— 1,085 
=a, tot 
— 1,014 
— 1,024 
maa Wa 


= 17948 
—! 11 ;386 
— 1,065 
— 1,482 
— 1,678 


— 381 


= ilps: 
=e 402 


eo oH 
oo L 
= 10) 
— 468 


— 428 
= 29)7) 
me OLD 
— 440 


—a90 
= ae 
— leo 
=" 466 


= als 
— s)7) 
236 
ie 491, 


ee o2 
= AN) 


current 


a 
b 


| 


koe + I 


+ 


Total 


ccount 
alance 


246 


Current account balance 


States 


1,359 
1,341 
1,092 
1,148 
1,635 


1,937 
2,030 
1,342 
801 
770 


DoS 
532 
175 
635 


590 
605 
TOT 
644 


563 
508 

48 
319 


415 
249 
152 
288 


397 
319 

95 
149 


284 
103 


+++4+4 ++ ttt 


++H++ +++ 532) Ss SG ip GP oar ap Ge Ge Go 


++ 


169 
195 
225 
417 
605 


505 
425 


5L2 
466 


337 


96 
141 
138 
130 


106 
110 
101 
108 


127 
116 
102 
167 


124 
130 
115 

97 


128 
61 
37 

UL 


183 
Ly 


With: 
All other 
Kingdom countries 


++++ +++ b+t++ ++4+4 1 


+++ 


[+++ 


43 
218 
37 
210 
606 


302 
443 


331 
228 


358 


eeeeeeeeeee 


eeeee 


eeree 


eeeoe 


ee 


eee eere 


Period 
1960 
ERG Nero's «5.8 
BETO Zama lls 0 6s 
MEO OS iesevs 6 0 6.¢:.0:6)0' 
HOGA Vee 0.6 5 
BIOS) (6s, <ie:% 2 
PIOO. sieto les 0 
| SOE SS era 
MOOS is tccie. ss 
ICD OSs 65 << 
1970 
1965 i 
8 es 
Ill 
VP 
1966 1 
es 
GTS 
IV 
1967 iL 
tes 
igi 
IV 
1968 i 
ugg 
i tt Ss 
IV 
1969 if 
nie 
251) a 
IV 
1970 if 
Lie See 
LT. 
jae 


t+++H +++ t++4et +++4 ++4+4+ t+tettt +++4+H 


++ 


670 
560 
505 
280 
270 


Sis) 
790 
691 
590 
655 


142 
133 
111 
149 


134 
203 
15d 
302 


154 
186 
166 
185 


ey} 
225 
137 
ilps) 


156 
233 

79 
187 


190 
165 


TABLE 8. CANADIAN 


a ae 


Summary of Capital Account 


Other 
Direct DOrErodie capital 
invest- move- 
trans- 
ment ‘ ments in 
abroad ectsone long-term 
forms 
== 0) + Pay} tee VB 
ete a BLZ 438 
— 05 + 294 ae 6 
— oS + 471 a 20 
9S + 645 = 
= 125 + 546 OL 
oS 5 ie 325 ee57 
ea ee + 473 2316 
— 225 + 1,063 te 226 
— 255 yale, O32 “Se 5: 
— ey + 106 + 22 
ap ets! + 69 Se ys} 
ee SYS) + 218 =o 
— 46 + 153 = 3 
= 22 + 356 + 1 
— 29 - 3 +> 56 
+ 80 + 27 = 6 
= 34) 0s 55 + 6 
— i] + 116 + +45 
— 164) + 29 te OW 
= 34 + 102 OL) 
oS + 226 to) 
= 2-33 + 142 ares eis) 
= 6 + 470 + 60 
= 920 He 268 —- 12 
-— 111 + 183 + 120 
-— 52 aF 536 — 80 
— 103 Te 422 — 20 
-— 25 a 558 — 16 
cee Ae) a 316 ai A 
— 130 et 553 i 642 
— 20 ~ 59 - 79 


(1) Includes errors and omissions. 


++» Not applicable, 


BALANCE OF INTERNATIONAL PAYMENTS - 


Concluded 
Resident 
holdings Other 
of foreign ok capital 
Lane resident " Net Allocation Net 
an ; move e 3 ae 
balances holdings ments in] capital oF Special | official 
: e pita 5 
of Canadian Drawing monetary 
and other 4 i short- movement 
chee TES. short-term Es Rights movements 
funds oa forms(1) 
abroad 
millions of dollars 
- 60 + 56 + + 1,194 
+ 142 = §58 + seh PA) 
+ 92 + 4 + + 984 
- 259 + 43 + + 666 
- D2y + 169 ae 4 788 
+ 140 =" 140 + steel a AshS, 
= 603 ae 12 + + 803 
= 259 — 47 = co 519 
- 401 -— 85 _ ap 456 
— 1,604 Fh 250 _ —- 856 
+ 173 = 8 - + 351 
+ 140 = 4 + =F 365 
= 76 — 00 “f = 190 
= OF = 108 + et 383 
_ 166 + 7, = “f 254 
z 22 - 14 + + 257 
= 318 = 4&1 _ _ 119 
- 97 Je oho. + +) S411 
+ 344 + 17 - + 298 
+ 42 — 12 - + 217 
_ 310 aml OT, = = 144 
—_ 335 + 25 — + 148 
= 99 — 30 _ ~ oy 
ae 10 - 51 _ ae 605 
= 170 — 25 - _ 151 
s, 142 ae OL, + + 539 
_ 156 + 169 - ct 30 
= Bae + 63 + + 280 
— 621 — 78 + = 11 
ae 259 + 96 _ se Se 
+ 209 — 64 _ too 
x 13 + 130 si + 535 


=e 


TABLE 9. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS, 1967 AND 1968 


Current Account (1) 


All countries 


United States 


ee Acct. Thom 
Bia stp) oes 1967 1968P 1967 1968P 
millions of dollars 
A Current receipts 
if 1 Merchandise exports (adjusted) iQ) cme selateret ie tteie o </ofelerele/ ener a limess le Seyi TT J LLG 
Service receipts 
2 3 Golid production available for Export: sisiciie ot + occ cle iclere sieve 112 120 112 120 
3 4 Seay Crlians toate «sea ollete voxollets isra gho-a ca) ous anolexe s arexe ec shel ehewabedete, 6a; etene lens kare ples 318 978 1,164 891 
4 5 Tmterestmanded viicdendS ike sce sicvaisieeletcie che crenevetenstorel oielonsicicce cheeks G 295 353 176 23h 
5 6 Freight and shitppimg) stereiereccnels Sus o.0) SRARGRS scopes dane etavonstekeuar ckononere 4 830 891 425 467 
6 |(part)11 OtHerESerViiCe: REGed PES Betis cunmesece-siere avebe Cesrtolsvedass tele er eRaren opketover 6 770 840 491 573 
7 Total service wreced plese. ou. 65:10 oie eilgs ala: 'eleVia) ale\ cl at oiuaile\/eleles 6. site ¢ Syn SAS) 3, 182 2,368 2,282 
8 Sub-totals, exports of goods and services .......+-.0. 14, 663 16,719 9645 11,398 
Transfer receipts 
9 7 Inheritances and immigrants' funds .......... ACO OOODO CODED B29 370 105 VES) 
10 |(part)11 Pexsonal® andy institutional” remittances) sis. 4 aise eteintere's 93 95 57 54 
ial 12 Lotal cunrenkt) rece lipit Shiels olcils el otsievel 0.0 BOC 6 2.906 o-oo C 15,085 17,184 9,807 11,589 
B Current payments 
12 1 Merchandise ampores: ad jusited:)u(2)) sera eoletereiorsl tensions oper ofeke ayevals LOM 72 125 162 7,846 8,867 
Service payments 
13 4 BUEERUE, AGE oobooW Od CUM COG COBO dO ROS COCO 566 DOmeOue ae eee. 895 1,008 627 710 
14 5 Imberestrandeddwadends® sins -rayetsretn cre botleve\oievesacerette Guaoo 7 ae +e PAN dh AVES) 1,058 1,074 
15 6 Frewent and ishupp iio mersreiee) heise ob: oc skeGSTSAR ui'o euenavo Slat ode ve avaleverets 861 931 522 561 
Loe (pant) ail Other service payments ..2....... Soc0aa40000 Agouog roots Mean Ly2Ti 1,441 893 984 
17 Totalw sSenviCen paymemes nic rewie sid el oleic tletterw ol shers A OUa Oo Gc 4,244 4,639 3,100 35329 
18 Sub-totals} “imports of goods and Services 22. cisi. «ice + 15,016 16,801 10,946 12,196 
Transfer payments 
19 7 inheritanceshand lemionranies! seundis  sccie + steieiels eiereleielsuele stere HOE 213 209 156 145 
20 |(part)11 Personaleand anstLeutional remittances (Gites sce chine Gore 173 148 47 49 
21 9) Ofiueal Scomecibuitd Ons epee iterates ole OOOO Gt. 0 SOMOS C0. 0O OOO Oe 182 133 § = 
22 12 Total teusrenie payment: Sy vs eyes deketecl = eusiseye ere TOO OCG 15, 584 17,291 11,149 12,390 
¢ Current account balance 
23 1 Merchandise tradias . syirs, o «5 sincere saree eeielc aoe wieliete ele rendusiave ta 6 + 566 + 1,375 = 569 + 249 
Service transactions 
24 Gold production availiable. for export o2..-ss--ees POC OOOO el 12) + 120 + 112 + 120 
25 TLAVICEUS «5a ote BSE CRO RACE O OIE: CPO POO O io oneesnte save ote eiahoretare + 423 - 30 + 53h + 181 
26 Interest andi dividends) «css eisslees< Scyei's si eyele« al soteters iene varevsioters - 916 = 906 - 882 - 843 
27 Breteht rand ship pane ico sie sieves es bia ataratsiatenchensl eters ete ete atateletatesaye - 31 - 40 - 97 = 94 
28 Other service transactions ....... 0. AAODIOO GOSS COD OF = 507. = 601 - 402 - 411 
29 Balance on service transactions ....... é se elitet steele: axelee - 919 - 1,457 - 132 a alpyloy /. 
30 Balance on goods and services .......+.- wie cc orcas Tote1e\ whee levee = 353 2 82 - 1,301 = 798 
ahi Net transfers: jstastsieaees Mier atoverereie docs sistow ache shosetetetneer ahetelicteterale - 146 = 25 = 41 E x 
32 4 Rotalmcurrventaccoun tt balances cure cen ce Teme ereveneriens - 499 = 107 - 1,342 ~ 801 
(1) Excludes offsetting entries for Mutual Aid to NATO; these amounts in 1967 and 1968 were $20 million and $21 million, 
respectively. 
(2) Trade of Canada figures with certain valuation and timing adjustments appropriate for balance of payments - see Table 6. 


United Kingdom 


1967 1968P 


eS) 


1, 608 


651 


88 
90 
104 
100 
382 


1,033 


+ 548 


512 


1,240 


1,620 


682 


103 
94 
94 

111 

402 


1,084 


+ 558 


+ 
wo 
oO 


+ 466 


Rest of the Sterling Area 


TABLE 9. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS, 1967 AND 1968 


1967 


642 


811 


873 


434 


+ 208 


++H+4+5 
> 
fony 


- 103 


+ 181 


= 3358S 


Current Account (1) 


Other OECD (Europe) 


1968P 


millions of dollars 


+ 


tre 


+ 


| (3) Personal and institutional remittances include 
line was included in "all other current" transactions. 


615 


850 


457 


3)5¢) 


653 


158 


225 
26 


197 


pension payments. 


909 


1, 208 


843 


105 

58 
119 
186 
468 


Wh yy bil 


- 153 


1,051 


941 


121 
LOE 
217 
489 


1,430 


+41 
Hm © 
ow 


= ARS 


All other countries 
1967 1968P 
Weeds Sy MS 
38 19 
22 31 
131 140 
61 48 
BS: 238 
i563 15.753 
24 45 
2 2 
1,589 1,800 
998 L205 
32 33 
4 91 
104 110 
61 83 
201 B17 
1 199 Lae, 
9 9 
54 25 
24 48 
1, 286 1,614 
+ 313 + 300 
+ 6 - 14 
+ 18 - 60 
+ 27 + 30 
= - 35 
te 5 1 =) an 9 
+ 364 race 
=p ul =i $35 
+ 303 + 186 


ACCE. 
No. 


Line 
No. 


Prior to 1 Quarter 1970 publications, the total of this 


Line 
No. 


33 
34 


35 
36 
Si 
38 


39 
40 
41 


42 
43 


44 


45 


46 


47 


48 


49 
50 
51 
52 
53 
54 
55 


56 


57 


58 


59 


60 
61 
62 


ounie 


TABLE 9. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS, 


Capital Account (4) 


Acct. 


No. 


Item 


Direct investment (5) 
In Canada . 
Abroad 


Portfolio transactions 

Canadian securities 
Outstanding bonds ....... 
Outstanding stocks ...... 
New issues .. 
Retirements ..... 

Foreign securities 
Outstanding issues .... 
N@witl SSUCSi eaters stele eheers 
REA OMENS mererelevalete oiateier ets 


Loans and subscriptions - Government of Canada 
Advances .... 
Repayments 


Columbia River Treaty .... 


Export credits directly or indirectly at risk of the 
Government of Canada, 


Other long-term capital transactions . 


Balance of capital movements in long-term forms 
(lines 33-46), 


Resident holdings of foreign bank balances and other short- 


term funds abroad, 


Non-resident holdings of Canadian: 
Dollar deposits ... 
Government demand liabilities ...... 
ireasury bililiss.. 
GCommer.cial™ paper sist ase rice ae se 
Finance company paper ......... 
Other short-term paper .. 
Other finance company obligations . 


1967 AND 1968 - Concluded 


1967 1968P 1967 1968P 


millions of dollars 


+ 


Othermshort=termycapital transactions (6)s 2 ec eenie ce cise acie cere - 


Balance of capital movements in short-term forms 
(lines 48-56). 


Total net capital "balance <.... 


Balance settled by exchange transfers . 


Net official monetary movements (7): 
Official international reserves . 
Official monetary liabilities . 

Net official monetary assets .. 


+++ 


691 
125 


L307 
357 


382 


107 


169 


USPS) 


259 


17 


20 


ttett 


2 


+ 


(4) A minus sign in Accounts D and E equals an outflow of capital from Canada and represents an 


abroad or a reduction in liabilities to non-residents. 


(5) Exclusive of undistributed profits. 


P 


Preliminary 


590 + 55 + 354 
225 - V2 - 108 
70 - 63 - 67 
114 + 77 + 104 
bees aa + 15239 + 1,392 
431 - 301 - 376 
420 - 355 - 402 
77 - 38 = 46 
30 + 8 + 16 

78 = a 

5 = = 
88 + 44 + 88 
29 + i + 9 
182 + Ales ye + T7 
1,654 + 1,258 + 1,134 
401 - 164 - 428 
70 + 3 + 26 

21 - - 

48 - 4 - 3 

1 = 4 E 

132 - 67 - 62 

2 + 7 + 2 in 

19 + 32 + 17 
822 - 510 - 831 
1,198 - 707 - 1,270 
456 + 551 - 136 

- + Ad TY + 1,418 
350 - 20 + 483 
if - =: 2 

349 - 20 + 481 


increase in holdings of assets 


= 35 < 


TABLE 9. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS, 1967 AND 1968 - Concluded 


Capital Account (4) 


United Kingdom Rest of the Sterling Area Other OECD (Europe) All other countries 
Acct. Line 


1967 1968P 1967 1968P 1967 1968P 1967 1968P No. No. 


millions of dollars 


D 
+ 12 + 83 + 21 + 18 + 64 + 101 + 19 + 34 1 33 
+ 20 + 9 XA E60) = 228 57, + 9 =) 9 2 34 
ks + 15 + 3 + 4 S18 - 22 + 9 - Bale [iS5 
- 56 ee. - ~ = 19 + 51 - - B28 136 
4l = 8 PSYo) = - + 27 + 465 ~ + 5 4 37 
20 etl S = = 36 = 19 = SNS 5 38 
27 -~ 10 ge = + 1 See: = 6 3° 
“| = - - 4 2 ie = OF “ 92 7 40 
- - + 2 2 = og ee tie 3 4 + 9 8 41 
= = Se: - 44 = cee - 16 - 31 g 42 
+ 19 = 13 + 3 + 2 2 = 10 oS 
- - - = = = - A 11 44 
- = - 29 “EY = 7] + 3 + 136 + 47 12 45 
Be ED: - 14 + 3 ca + 71 + 29 - 40 =e 13 46 
= ag + 67 = Gh = 113 + 83 + 540 + 94 + 26/E 1 47 
- 243 - 358 + 80 + 189 + 63 623 qt AS + 173] 17.1 | 4g 
- 8 ey + 17 + 19 + 9 + 13 = Spatengs + 8 pW 49 
s e .f 4 = = meth 21 12.28 | 50 
i =e + 8 eal + 1 =e: Se + 52 14238 eon 
sania shPSy = = + 4&4 2 = 2 1752a | 52 
+ 25 Baye = : = iG = EXE SG = Wyfosy, apes! 
+ 11 Sake a = + 6 “= 3 = - 17.2b | 54 
+ 3 el = = = Le 2 = “ pees \WSs 
- 44 Eee =e » imp =3e15 + 21 =" 9 + 6 17, 5a) 56 
- 265 - 417 + 98 + 207 + 52 + 22 seen 4 + 260/E 2 57 
- 281 - 350 + 34 + 94 + 135 + 562 + 80 + 286/E 3 58 
- 253 = 7 = 215 - 291 + 24 - 408 =WeV2i/ - /12)G 59 
H 
22 + 109 & = $48 93 oe aE3 + 56 - 239 4 60 
2 . a = + 9B + 2 = ea 5 61 
R22 + 109 ~ 2 GS = cll + 56 - 240 6 62 


f (6) Includes balancing item representing difference between direct measures of current and capital accounts and embodies 
errors and omissions from both accounts. 
(7) For detailed composition of official monetary assets see Table 4. 
+++ Not applicable. 


= aie 


TABLE 10. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS, 1967 AND 1968 
BETWEEN CANADA AND THE UNITED STATES 
Current Account 


millions of dollars 


A Current recel prs 
1 il Merchandise exports (Grolier ers) IGE) 25 oma auss.o 7O0006 L646" | 15852 | 15740 1 (2.1039) "25053 12 SoZ 1 2 leo 


Service receipts 


Z $| Gold production available for export .......-.- Scio 3 28 26 26 5) 27 a2 28 

s} 4 Mena Mateo tetersetateicve sialc oe: sie ajeies sits) ve ehaueiel os erat svoue ops sieve 71 301 647 145 1: 206 501 ally, 

4 5 imberest aud diva Wemdse i tcmtstatere siteiereteteleieieietelale:= Hike DZ 28 38 58 41 SYS 58 79 

> 6 Freight and shipping ..........- OCOD Cd OOO LO slele 85 108 116 116 96 119 127 125 

6 |(part)11 Other service receipts .... ..++...-- ee tetet Ne lets se 121 125 126 122 140 146 143 144 

7 Totalvseryarce BECeUplS: aeird lela atetateretete ONG Gichc 361 588 953 466 382 S51 861 488 

8 Sub-totals, exports of goods and services ..-. | 2,007 | 2,440 | 2,693 | 2,505 | 2,435 | 2,903 3,040 | 3,020 
Transfer receipts 

9 7 Inheritances and immigrants' funds .......+.-ssee 18 25 39 23 16 36 48 Bi) 

10 |(part)11 Personal and institutional remittances(2) ......- : AS 14 15 15 13 13 Te Te 

11 nD: Total cunvent, LECEMpES! sees aice elele etelelenel wees | 2,036 (12,479 | 25747 | 25043 || 25404 ees OO 2a ae hO2 eon Ouee 

B Current payments 

12 ib Merchandise imports (adjusted) (1) ...........-.-.- eve | 1 877 | 2,162 || 15839) | 1,968) 25076 ji2.30 78) 2.009. e2eon 
Service payments 

il} 4 th ei (ll he CAYO crise MERON IONO. ONO AL OAIOTRO IACI O OOS ONTO one 141 181 200 105 164 181 248 ini) 

14 5 Titenestrandad tevittd end Gursenayeroe oterevatetel siaialctetel otereleret=te ar PENS EST} 243 365 236 270 246 B22 

NS 6 uacubeihe esate Clebt inks Boeacaandoono wooden nOnONddG ae 104 140 140 138 al alii 147 150 153 

16 |(part)11 Ofer SeEV ICE PayMeMlS Me ieree elels sce tete ai steteeloloteterete clos 219 220 223 Zou 240 245 244 255 

17 Total SSrvaCe  paymMeMES, Sister lee <1ele er siaie esl eleletans ee 677 778 806 839 Fou 843 888 847 

18 Sub-totals, imports of goods and services -... | 2,554 | 2,940 |'2,645 | 2,807 | 2,827 | 350508) 2,907) 335i 
Transfer payments 

19 7 Inheritances and emigrants’ funds ....---+----+eeee 35 35 43 43 38 39 34 34 

20 |(part)11 Personal and institutional remittances(2) ...... At We 2 abil 12 14 12 10 13 

2 9 OfELcI al 1contraibwtvonis! qismis a ates oleleteneienelenste catalase is = = = = = = = = 

22 12 Totaly ietucrentes paymemes.: oertalelstels otelstctotelelonates v- | 2,602 | 2,987 | 2,699 | 2,862 | (2,879 | 38.201 | 2, 951s esha 

| 
| 
G Current account balance 

23 1 Merchandise trad Gi) srs eierelekenercnonene BS OD OOD 8 On DIOS eo | = 231 [= 310} = 998) 7L] = 23 | et45.) = 160s mom 
Service transactions 

24 Gold production avatlable for export mecmicecceesele |) 932) 28 Nt O6nil 26 egS) |t 27 tas | ere 

25 Prawelins - ce .tetorrecs MOOD OOC OOo HOo.cEby A AiG, OO TO ODIO =) 70 | 120 VF 447, | 40 = 925-25 | 258) | 

26 Interest and dividends ........ eilecaieveronsjeeteqerus secees | - 161 |= 209 | = 205 |- 307 | - 195 | =9217.| — ISSiieee 

27 Prelghit and ssh ppiie jarecaretusnere com cree se arertnte tens tars cee = PO |= 32 f= 2a )= "22 = 15S 26s" 235 ieees 

28 Other services transactions) .21.c%61- AAS SOOO aS os |= 98 |= 97 } = 97 |= 110] = 100} = 99 | = 10k) tania | 

29 Ballance oniservilce transactions, scsi ois) sses | = 3L6 |= 190 | + L471 373 | = 369 | =92925) = 27 alee oe 

30 Balance on goods and services ....... seacsessoe | = 547 | 500 |+ 48: |= 302 |= 392) | S24 7a arian memes 

ay NOE STEFAN SHOTS elem cys cvelotorsteteree rel sis aitlek sie) ene atotehe, oe take evs) a = 16) |< 8 = cat me Mid (pcm 2S fe | 2+ 18iee ae 

32 4 Total ‘current accountsbalance: = .sscae «+6 .- | - 563 | - 508 }+ 481] - 319] - 415 | - 249 | + 151] - 288 


(1) Trade of Canada figures with certain valuation and timing adjustments appropriate for balance of payments - see Table 6. 

(2) Personal and institutional remittances include pension payments. Prior to 1 Quarter 1970 publications, the total of this 
line was included in "all other current" transactions. 

(3) A minus sign in Accounts D and E equals an outflow of capital from Canada and represents an increase in holdings of assets 
abroad or a reduction in liabilities to non-residents. 


‘| 
} 
\ 
| 


= 37 = 


TABLE 10. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS, 1967 AND 1968 — Concluded 
BETWEEN CANADA AND THE UNITED STATES 
Capital Account (3) 


Line | Acct. 1967 1968P 
No. No. Item 
I a 5 PLL I Tee III IV 


millions of dollars 


Direct investment (4) 


33 MIC AMAG ais clause 5) 6) su.0icle-0, ols\0, 6 16)'6,0.0 See osbo aca eieiele pickles + 140 | + 161] +130} + 144]+ 34/+159/+ 983] + 78 
34 INSTEORE) ct uct evcnTDIRCRRCI EE IOOOe I ORE RAT AE ie eo ae - pee sowie XG) A at |i li ol Ia he 6 = 45 
Portfolio transactions 
Canadian securities 
35 OMGSEandimemDONGS yee wecisecle ¢ neee cece dee ens Svetepeae He CLS pi 2G. |= Hal esa | ae al Vics a ha 9 = 4 
36 OUIES Eandinpr SEOCIS™. wares steered. sei ei cicisle de ale’s tekown | 22) eee cect eA Gell hans]. ite) Gu eo oul ome TG + 29 
37 Ne WamlS SUCS! ote lelef tale: sclers sts tts siete eieeietaicie cee aia SSzuwd + 300 | + 281 | + 266 | + 392 | + 333 | + 434 | + 289 as SD 
38 INSEE ESININEE! Gogo deo o OOO ARE GOL OOOO TE co Oe e en he Macy an fee USS eee Oo| eS | aOR tog lomo = 89 
Foreign securities 
39 OUESUANGTNCM US GUIOSe sine ctolee losis oisis'ot ot ceed oe Se Nas COO POSH TGs Gaol eG: | 117 =) 3 
40 INGWarIESISUGS: vatemitarerei siete cle motels es ato hels oMelele. sieves ale = Cre 72 (Loa ALOR Talks foam det ileA Seely 
41 REED rEMEenME SIE: Strstrss skete = ih} oe ee ete S) few BN ae yf [ps 4 er 5 
Loans and subscriptions - Government of Canada 
42 IAA TATCE Sete eerste ost elles oe aa e tes A ate ore eee oats ee ee - - - - - - - - 
43 ENED AN WO GMMars ieleiiefeheWetals elePoccis lars ove eisteiele) coteralels. s/ererer sie ace aie = S S - = - - = 
44 Columb iamRd ver maErealty Mavisis erctesiowiscl Geieee ae ceccinceenen. - = - + 44 - - - + 88 
45 Export credits directly or indirectly at risk of the 
Cov ernie enor (CAN Ad ay ware slarciacacidiclarea We aisle aeons ap) JE Diahic Deiecta 3. too Balen Ee aa sal 
46 perce cree einaamemet ob =) Meet 88 be SI TS ber od Nee 79a eas 


47 Balance of capital movements in long-term forms 


GEIS SOS — GO) Masa aves avaiaoiee x: orc avahens tovciateverance¥etors 


40333. (208 | 318) 4.399) i 27h 385) | + 2ST THOAL 


48 Resident holdings of foreign bank balances and other 

Shomeoterm, funds aADrOads (5) sis:cusisiie «a: sievevelotuiaiererevereveverensr ove + 393 = 29M =" 396 = 13286 — 1564 —= 368 - 30 
Non-resident holdings of Canadian: 

49 Deo talra ead EDO GAUGE si alels\ers/arsl'e cievetatete e1sisS. cle e.eieie- 4 acee/e 6 ¥.. +o 57 |e= 66 |= 2 16 | .—oe one ae S|, aeeneDO 
50 Government demand liabilities ....sceccossss Berean: = = = = = = = = 
51 UCASUTY MDILTS: Yore.c:nete-e 0:0! 00% si oNeleveeisvale SONTe Nae ae shove siete = 3 ee Set | ee Oe - 
52 Commercial ape weet sieicielelere ore oe vie oie sielecatele seacooanodo dl 5 Be || cme 7A, Ikebe 99) Saree Stee kl Beil 
53 PeuancemecOmp anya PApelmes «else des clelioisie adele ci sclietns it LO |=—ee Sel — DOiles BGI = o7vale= 7 = SAD se Ee 
54 Othermehott termi DApets rors ates 0 sire) sie aai's/ oe'eieleis/e #.9.0-0 6101 21-1 re AON she 25 Team Sy iit 2S ee eae Pile ae ee EO 
55 Other finance company obligations ..... eID ENC Te KOE ee yf an Pe 8.| = Tomi ye 2 pm oye! 
56 Other short-term capital transactions(5) .....ssee.++. = 378) 49 = 25: = 156 |= 634) = (699) = 304 | -eaiss 

57 Balance of capital movements in short-term forms 
(in SSh4.8= 5.6) MN, sisxereverette 2. aleteie « cvereiee1s ae wieiee sneiejat + 65) |i) 1S4e eB Sia) 2) 200.) Seo) =739 Wieew ed + 230 


38 Total net capital balance .........-.00++-cerss:-+ | + 398 | + 124 | - 170 | + 199 | - 421 | + 146 | - 432] + 571 


59 


LSTe| 9346" ESS 7 [a LL PERS SOF) 488 0} ee65 ie 35 


+ 


Balance settled by exchange transfers ... 


Net official monetary movements: 


60 OEEcialsinternattonaly reserves: .s.s0.'s swieem demsecas ola La ..= 38. tsk 35.12 9 38] = 35</ + 250-1 = 50 + 318 
61 Heir otenonctary stabil Teles 4c. +1. os s0.0 alee heey) « = = - - | - 271 | +135 |+ 134 - 
62 Net official monetary assets .......... Sees SO See Souls Sol le sO: [te ete) al came tummeteee aces 


(4) Exclusive of undistributed profits. . bodi 
(5) Includes balancing item representing difference between direct measures ‘of current and capital accounts and embodies errors 


and omissions from both accounts. P Preliminary. 
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CANADA'S INTERNATIONAL INVESTMENT POSITION 
ENROLMENT EOSTTION 


Preliminary estimates produced on the basis of avai 
of international indebtedness recorded an annual increase of about $1 1/2 billion reaching a book value 
of over $27 billion by the end of 1969, Long-term foreign investment rose by about $3 1/2 billion refl- 
ecting both an inflow of long-term capital and an increase in earnings accrued to and reinvested by 
non-residents. Other non-residents'claims on Canadians brought the total of Canada's external liabilities 
to about $46 billion. Total outflow of domestic long-term capital together with an increase in earnings 
accrued to Canadians abroad caused the total book value of Canadian long-term investments abroad to rise 
to over $10 billion at the end of 1969, Due mainly to the large rise in private holdings of foreign 


exchange, total Canadian assets abroad registered an increase of about $2 billion, well exceeding $18 
billion at the end of 1969, 


lable data indicate that Canada's balance 


; Canada's balance of international indebtedness rose by about 4.5 per cent to $25.2 billion in 
1967. The major contributor to the increased balance of indebtedness in 1967 has been the expansion 
_in foreign long-term investments. Their value totalled $34.7 billion at the end of 1967, up from 
$32.1 billion a year earlier and $17.5 billion ten years previously. 
_registered a record annual rise of $2,612 million over the 1966 level, the rate of increase was 
slightly less compared to that of the previous year. Nearly 65 per cent of this increase was attribu- 
table to direct investment which expanded by $1,691 million to $20,699 million. Approximately two- 
fifths of this amount was invested in manufacturing and the remainder, in descending order of magnitude 
in finance, other mining and smelting, petroleum and natural gas, merchandising, other enterprises and 
utilities. There was a large gain in non-resident holdings of government securities mainly as a 
result of sales of new provincial issues to non-residents. Other portfolio investments and miscellaneous 


investments held mainly through intermediaries accounted for the balance of the increase in foreign 
long-term investments. 


Although these investments 


Canada's Balance of International Indebtedness, Selected Year Ends, 1926-1967 
I a ae ny ener a nn SR 
Item 1926 1939 1945 1957 1960 1961 


billions of dollars 


Gross liabilities to other countries .... 6.4 7.4 8.2 19.6 25.6 2793 
Wee certial assets... ee. le ate 4.0 729 S79 9.6 
BetmindeDtednes’s’ ... ss. c+ bee eeene Sed ae Bon Od LSS 16.6 Ney 


1962 19637 1964" 1965" 1966* 1967 


a ee eee ee 
billions of dollars 


Gross liabilities to other countries .... 28.8 BOR 3255 iby 74 37.9 40.2 
HCEECTNAl ASSETS |... .... cee ccc cece OE 10.9 WA LABS Peg TS 0 


Meemincdeptednegs .......6soc. cscs essccee ie .7 i760 20.4 22.4 24.1 25.2 


Note: For details see Table 1. As figures are individually rounded, totals do not necessarily equal 
the sum of their component parts. 


| United States residents' share of foreign owned long-term investments in Canada registered yet 
imother year of increase in both absolute and relative terms. At the end of 1967 this investment 
tmounted to $28,030 million and comprised nearly 81 per cent of all foreign long-term investments in 
anada. The corresponding figures of United States share for earlier years were 80 per cent for 1966, 
'5 per cent for 1960 and 70 per cent for 1945. Direct investments owned in the United States with a 
00k value of $17,000 million at the end of 1967 were the main source of increase of total United 
‘tates investment. But there were also substantial gains in United States holdings of Canadian gover- 
ment securities and some modest gains in other portfolio holdings and miscellaneous investments. The 
elative share of United Kingdom residents' long-term investment in Canada declined from about 11 per 
ent in 1966 to about 10 per cent in 1967. However in absolute terms these investments registered a 
mall increase, mainly due to an increase in direct investment which amounted to $2,152 million at the 
nd of 1967. Other United Kingdom long-term investments declined by $48 million to $1,424 million. 
ong-term investment owned in other foreign countries increased by $247 million to $3,096 million at 
he end of 1967. More than three-fifths of this increase was accounted for by direct investment. 
ortfolio investments showed a modest gain. 
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Value of Foreign Long-term Investments in Canada, Selected Year Ends, 1900-67 


Owned by residents of 1900(1) 1914(@2) 19162) 1926 Loo 1945 Loot 1960 


millions of dollars 


United States ~. coe. csc ss coe. 168 881 1,630 3,196 fe LoL 4,990. 13,204 -_ 16,718 
United Kingdom ..: ....0...-.: 1,050 pe by ks 2,729 pase 2,476 1, 750 2,917 3,359 
OCeaere COMME S54 cho ob oouee 14 178 177 170 286 B52 Ili XS) Pe 
Total book value .......... 32 95637 4,536 6,003 6,913 7,092 17,86, 22a 
1961 1962 1963° 1964° 1965* 1966° 1967 


millions of dollars 


URC O SC SE OS ee aie rea lan 18,001 LoL o 20 37, 21,528 235309 i ay Bee 28, 030 
United “Kived om wae esteem eee ye’ Sega 3,348 3,460 a 8 33 5b6 35540 
Ober RCOUNEGI GSE. arcs ieee De Paths Lp SSS 220) PREYS Dp OZ 2,849 351096 

Total DOOkmya Uemura 23,606 24,889 26,205 21,474 29, 603 325030 34, 402 


(1) Estimated by Dr. Jacob Viner, "Canada's Balance of International Indebtedness, 1900-1913", 
(Cambridge 1924). 

(2) Estimated by Prof. F.A. Knox, Excursus apearing in "Canadian American Industry", Marshall, 
Southard and Taylor, (New Haven, Toronto 1936). 


Canada's gross external assets increased by $1.1 billion to $15.0 billion at the end of 1967. 
Private long-term investments abroad in direct and portfolio investments abroad during 1967 increased 
by almost 11 per cent to $6,596 million. Geographically, about two thirds of Canada's private long- 
term investments are located in the United States, a tenth each in the United Kingdom and in other 
Commonwealth countries and most of the remainder in the European Economic Community and South America. 


Value of United States Long-term Investments in Canada, Selected Year Ends, 1926-67 


Classification 1926 13939 1945 bh te 1960 


millions of dollars 


DEcreCtae:mves CMe po «tue end. chore aes 1,403 1,881 2,304 8,472 10, 549 
Government and municipal bonds .......... 909 ey RAL oO) De Ol 2,903 
Other powtt olilominves Emen tomers dient erate 29 944 I AlOle) 15987 De BYES 
Income accumulating investment funds .... - - - Zi) 264 
Miscellaneousminvestmentse sae oe 85 105 130 489 653 
otal DO OK: ae anseeiy Mapecedeepegeata mex eee By UNE 4s ALB YIL 4,990 i ee2Oce 165718 
1963" 1964" 1965" 1966" 1967 


millions of dollars 


DimectwinvestMents Matte sete mee aaa rd tra NE SKSS 1A SS )Gke Ta O59 lS s70 17,000 
Government and municipal bonds........... 3,869 4,336 4,614 4,832 5,460 
Other-pocttolio investments 1. s.400 448 oot: 2503.6 Do QUA Sy Shek 3,884 3,980 
Income accumulating investment funds .... WA 42 + - - 
Miscellaneous investments ............... 325 1,250 f Megs fe fe 1,437 1,596 
Toa DOOKENV aCe fetes erie. Sa AOS BSH PH Nie ByaXe) PSS, 2s ae 28,030 


=) 


Canadian direct investment abroad at the end of 1967 had a book value of $4,030 million, an 
increase of $319 million over the 1966 figure of $3,711 million. More than a quarter of this increase 
was in the United States and an equal amount in other countries of the western hemisphere as signifi- 
cant increases occurred in the Caribbean countries. Substantial increases of direct investment took 
place in the OECD (Europe) group of countries. Investments in Australasia rose by more than 23 per 
cent to $190 million, chiefly due to increased investments in Australia. 


The Government of Canada's foreign assets declined slightly. An increase in Canada's official 
holdings of gold and foreign exchange and increases in the Government of Canada's subscriptions to 
international agencies were more than offset by a decline in credits to foreign governments and the 
net IMF position. 


Portfolio holdings of foreign securities by Canadians are estimated to have totalled about 
$2.6 billion at the end of 1967. Holdings of bonds amounted to about $0.5 billion and holdings of 
stocks to about $2.1 billion. During 1967 the increase of Canadian holdings of portfolio securities 
amounted to about 15 per cent. A significant proportion of these holdings comprised United States 
securities which amounted to about $2.0 billion consisting of about $1.8 billion of stocks and about 
$0.2 billion of bonds. 


Canadian Direct Investment Abroad, Geographical Distribution, Year Ends, 1965-1967 


ee eee a ee 


Region 1965 1966 1967 


millions of dollars 


North America (including Caribbean) .. ae SYA 2,434 25598 
LL OS AAC) Sos 35 oo dein ae 2,041 2alOO 25190 
eC OMmm tT se, tee ee Oe ea 24 34 32 
EGIIGRTES. 5 Sg ives cp RSS ea et Be a 72 83 121 
GRE TEEMCLGY “Qoep Gul oe ON RON One 30 Bs) 65 
NEN re bo fr2y cise aie Evie sidand'o: ocdacs ew cease 154 164 185 

south and Central America .......¢0.. 190 214 235) 

SOD M Ae at reee. Mieroniian  @easdan. 62.7 680 764 846 
Perec itgdom WW. S08 Ye 8. aS. 482 541 515 
European Economic Community ........ 125 143 Lot 
SUM EE ss Ew cs soc vk, 20 28 27 
SWE ZOE UATIG AME co.cc coc eee cee. 22 20 21 
Se OES |) Ca is | ae oul 37 92 

| Me eo cdion'ss sinaitin's obi ee eas hee. 719 92 
RONG EPACETS 1 COMM hee Sievert od ves Sees hale oes 32 36 47 
NR 6 AMS od 5 POA es cs ov Cd. 40 43 45 

a a 65 66 714 

ee a 141 154 190 

ee stage ek Sil lermerly os eo, 129 140 169 
ee tes sos « ohibna « 12 14 20 

INQIBEULG) osteo ce i ae 3,469 Shyvflab 4,030 
Developed countries - Total .......... 25915 55072 3,279 
Developing countries - Total ......... 554 639 #51 


Non-residents have a substantial equity in Canadian assets abroad through their ownership in 


whole or in part of Canadian corporations having subsidiaries, affiliates, branches or portfolio 


investments in other parts of the world. At the end of 1967 about $1.7 billion of the Canadian assets 
abroad were benefically owned by non-residents. 


It should be noted that the statistics given above are expressed in book value terms. Market 
values would be substantially different. 


i 


Canadian Direct Investment Abroad, Industrial Detail, Year Ends, 1965-67. 
Does Sr als ts be ee ee) oN oo Pee a ee ee ee ee eee ee eee 


Manufacturing 


Non-Ferrous Other Man- Total Man- Petroleum(1) etOe 


Beverages Metals’ facturin facturing 
million of dollars 

All Countries 

LOG Sere eres re as G23 502 783 2,008 235 253 

NOG Girne sei ncheheporenesons (es reece ape 767 550 862 Dey, 182 296 

LG Gif, a aie ee cere oet clei dota: Ghiet 792 590 942 Ze 186 324 
United States 

O65 Bat cs, we Gieeee e th ke 6 eh tere 558 170 355 1,083 216 34 

LO 6 Gare ls acdsee RSA RD ox tsi) 189 389 1; 163 159 47 

VO G74. Breer. eae, he Mee Oe 603 182 463 1, 248 154 36 
United Kingdom , 

NGS evs oneal eens rate oc sho wabeone es 133 144 146 423 YD iL 

Go Fay ster 50S aeons eet erence eels wuceeice OK: PS: 156 iy 466 5 2 

T1967: 3 3 Re ae eee atc Taken ores 146 VAS 136 427 6 1 
Other Commonwealth Countries 

dS oS Yam AAA coal Uh re My SUOMI ie aes a 10 40 131 181 5 L37, 

LOG Ga Ark Powctce ores oho co eee eee 9 40 139 188 6 147 

LO OTE Bes, She Sea Rece nee eu Ne 5 36 149 190 18 W773 
Other Countries 

LOGS wkaterh cea at oe Roh die aaa cratene eee: Ze. 148 P51 BQ 12 81 

V9 O64 8 Bias a coctees cette Sheer een 22 165 175 362 12 100 

TOG ik Oe Pe ciencncssdeacke, he Mere 38 227, 194 459 8 114 

Utilities 
Bere rene. Financial’ Other Total 
; Other Total ising 
Railways 


Utilities Utilities 
millions of dollars 


All Countries 


DIOS te +s oni VSebcwte Meenas 302 215 517 1 Ns ye 165 136 3,469 
DIGG GW nts sc 40,0 x acevlosiugemsrn ook 303 243 546 174 190 144 eae a 
DOG Thee os soot maioe eae ela 306 249 epee 262 218 161 4,030 


UD G15 oe weucs ssa s cusses A cueneesi owes mene 302 121 423 109 129 47 2,041 

LOO Gee eu ee ac tha ce eens eae oie 303 27 430 120 138 43 2, 100 

LOOT da coker ciclcr di sontst eaexenca ce heaatee 306 134 440 ikSyil TS 46 2,190 
United Kingdom 

WD 6 5: aes alike Lanctacsters Rattus iets - 10 10 24 ibs! 9 482 

OG OR Bait eee: atten cucut, staat te - 9 9 28 Jif v) 541 

OO eee. crete Oar ec rerean ee eae - 5 > 49 22 5 5iS 
Other Commonwealth Countries 

TC Kote acre Pirate Oe otis learn, Dare 2 4 fee - 34 34 We 18 66 453 

1966 -<ntsio ed scew tem eeeere con oe - 54 54 18 24 68 505 

NO Ge Mantes skootah a eya ae ~ 49 49 47 54 82 613 
Other Countries 

iD G5 tA, routers cise ciate tea dad wats ~ 50 50 10 iS) 14 493 

HAO OG Me deat on settee) iawn aren mone) ar fore << - 5)3} Sy 8 6 24 565 

LO Sy ai canta cout sic teneeoet A AOE - 61 61 15 27 28 rp 


(1) Excludes pipelines which account for most of "Other Utilities" in the United States. 
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Estimated Distribution of Ownership of Net Canadian Lon 
End of 1957 and 1967 


Debtor and currency 


Government of Canada, direct and guaranteed 
excluding railways: 
Payable in Canadian dollars only(1) ........... 
Payable in foreign currencies only ............ 
Payable optionally in Canadian or foreign 
AERO TCS BRN nee Sts cic Se tots ois ws GAM da os cic 


SHIDO LCE WISE ve, SARA Sie NOC ete er 


Provincial, direct and guaranteed exc luding 
railways: 
Payable in Canadian dollars only .............. 
Payable in foreign currencies only ............ 
Payable optionally in Canadian or foreign 
CULO EN SES a store Ib 6 CRROELOLe eC Re ene aa 


SUS COGN LS ee re Oy os ea ee ne ee a 


Municipal: 
Payable in Canadian dollars only .............. 
Payable in foreign currencies only ............ 
Payable optionally in Canadian or foreign 
| ULGECMST GS. iS Sbircg SO TRIS EC ENG 6 SO ene ane ae eee 


RIDER NE CHS eat tec BS MSs OES AS 5 cae Gua co te hei « ex 


Railways: 

Payable in Canadian dollars Chew De arose ry eee eS 
Payable in foreign currencies only ............ 
Payable optionally in Canadian or foreign 

CME SIES “HANG “cen ee RE ng ee ee 


ND ROIS Ay ais ai ae ae a rr a 


Other corporations: 
Payable in Canadian dollars only .............. 
| Payable in foreign currencies only ............ 
Payable optionally in Canadian or foreign 
SLE ETO TGS at Res a a ener a re aa ee 


EMD TUBS2EUC gen oie oa a 


_ Total bonds and debentures: 
payable in Canadian dollars only ..........«... 
Payable in foreign currencies OND Pease ate aeons ees 
Payable optionally in Canadian or foreign 

SEEPS NOUR SS oh AI 0 Ola. oi 


Amounts 

outstanding 
£957 1967 
12,487 | 18,198 
342 146 
12,829 | 18, 344 
3,433 | 10,601 
812 3,401 
231 69 
4,476 | 14,071 
2,004 | 4,898 
501 L236 
70 30 
Zaons 6,064 
887 1,429 
438 462 
33 = 
1,378 1,891 
4,961 | 11,428 
LS 243 3,055 
174 Si 
6,378) 14,514 
23d he | abi ooo 
3,336 8, 200 


1957 


Classification by currency of payment 


1967 L957, 


g-term Funded Debt, 


Distribution of ownership 


1,666 (2) 


ey) 
25h 


(1) Excludes treasury bills and notes .......... PE cmuieesicstena cavteas tier t's scicatseabete icv rel evone viietor ate 

(2) Includes corporate bonds held by United States parent companies and affiliates: 
Payable in Canadian dollars ONSEN aia aadhs fata ad hayes 0 se ys ptinecossnchoyi sev nyior"e ve'hesvoplahiepeliovroudna oxcumpsiara tee 
Seer ereCsbeign Currencies only .).6.9¢ s. soe ceeds See sb bbe cd spa ave cevceecty 


Payable optionally in Canadian or foreign currencies 


ed 


United 


Kingdom 


Other 
countries 


1967 1957 | 1967 | 1957] 1967 


4,030 (2) 


205 


ahh 


TABLE 1. The Canadian Balance of International Indebtedness, Selected Year Ends, 1926-67(1) 


N Item 1926 1930 £9 1945 1949 1956 BO5i/ 
O. 


billions of dollars 
Canadian liabilities: 
1 Direct investment 4, 6 sc. ss eustetattek states olahsrexsve cre ese! Danek DS ah 3.6 8.9 10.1 
2 Government and municipal bonds 5 ..... aioherstereieierahe 1.4 a7 Ley heat Le Zak Zee 
3 Other portfolio investment 4 ...-cesocccoceces a6 Dae) Sia 2.6 Dall 2a58 Seek 4.1 
4| Miscellaneous investments 4 ......... AGdao due ene 0.3 0.3 0.3 0.3 0.3 0.8 029 
5 Foreign long-term investments in Canada 
Aa Melelstn sese van votale aateetetate ts venetoRetens bn CRO O Ot 6.0 Techs, 6.9 Figg’ 8.0 S56 Li 
6 Equity of non-residents in Canadian assets 
ADEOAG wapehewieere nome oowuos acon BOON 0 LIC OO OC 3 Geie 00 aa O22 0.2 0.3 0.8 0.8 
a Canadian dollar holdings of non-residents ...... ie AD O73 0.3 0.4 0.4 0.4 
8 Grosse lia iel i teves (2) Wercenelete errelos Bpeleereraiols 5 Bat 6.4 8.0 7.4 7.6 Sa/ L6s7 Lay 
9 Un ted eS Eaces. C2) mews te clelatersroneies « OCC OOAK OC COU Shee) 4.9 eS 5.4 6.4 12.6 14.1 
10 Unsted Kingdom (2) sre octets seis ets Natonaiatere Sco 6 a0 Doll eo) 210 Leis: i letes 2.8 Sl 
y Other countries (25 3)) jie FO OCI OBB DADE 0.2 On 0.3 0.4 O35 is Lao 
12 Shore=term payables) n. i..e6 (4)l ates elerens erotersnebera " oe a aie 0.6 0.6 O27 1.0 
13 Cheesy Umi A Hoan ooo oocdoO COUG OUe Hono atin 6.4(2) 8.0(2) 7.4(2) 8.2 es) LISS 1956 
Canadian assets: 
LA Direct in estememts Sire isleleelclete ose) elere lel ous slerer> aeleherexe 0.4 0.4 0.7 0.7 0.9 ee Qed 
US Wopaiosoilsion bliaitecionenuc, sy boocodooeddcucDodder 5OOC O25 0.8 On7 0.6 0.6 130 tee 
16} Government of Canada credits 3 .....62-scesscs are - - - 0.7 Zav LENS 1.6 
17 Government of Canada subscriptions to inter- 
national investment agencies ..... HOC ORO NS ODS - - - - Ort Or Orn 
18 MESCeLLaneGust Times Mere (G/)emetsiectelensteletete.sloteie atone ale - - - - - - - 0.1 
19 Canadian long-term investments abroad .......- 0.9 3 1.4 250 320 Uy) | 
20| Government of Canada holdings of gold and 
soncnbeany Care neshae). Pa codon abooanOO OG n Odo GOKNOO OOK - - Or Ud bl 72 ie, 1.8 
ZANT Net EME po'sa tel Ome reotelss elerene podGonDCOC DDC OD IOnOEC - - - - ORL 0.1 0.1 
22 Other Canadian short-term holdings of ex- 
CMAN eteteleleveie ele ie sieic versie shete AO OOBOOL OOODOC pleparate (8) (8) - Do il Onn 0.6 0.9 
23 Grosiet ASSES (Zara -ssteteteheleleReus al onerst cic stoRedet er svetens ohetets 1h 83 a Lar 1.9 359 ye hott vies 
24 Government of Canada holdings of gold, 
foreign exchange and net IMF position .... - - 0.5 iLods 13 Za0 ing 
25 UnntedMStatesC2. 9) aercdelereie OOD TO COE One Dod! 0.9 Org yei0 aS ZO 3.9 
26 United Kaimedon (2 309) eictenetaetetetererere FOAM ROO 0.1 Ort OR Or Le ice 1.4 
27 Other “countries (2S) iets «stele! actos AIOAGOIO O10 CACC OF 0.5 0.4 0.5 0.9 a a 1.2 
28 Short-term recetvablias: ns wien (4) umes erates Uelsioleiars 5 ats sc ae 0.1 OFZ 0.4 0.4 
29 GROSS aASSeGS miele ee cic G00 AGO De GanOOaO- dD 1h SCD) ie) 1G) 4.0 503 ine) 1g 
Canadian net international indebtedness: 
SOS Nete Mtb a Tiere sa testelateierste aietererete ieietweheeen el ate aiiass [akelcors Di li@2)) GD) C2») Bees (5), 4.2 4.0 10.0 11.8 
che Government of Canada holdings of gold, 
Foreign exchange and net IMF position ...... - = 5 ie - 1.3 = 250) - 1233 
Sid (Wianbieters! Secon C2, Si wotododmoocumborcdoscn0d Zao 4.4 Beall 10.0 Ll 
33 United mame domG2q009))merctsiets cre oe arebaretarevenevers cys Dos it 0.2 1k 136 
34 OLIVET COUINAATAKPA, 3) aeoacono0 on soc apogee 0.3 OoL 0.4 0.2 0.3 
35 Short—tetm Hep .e% (40 tictrcrcie ove dyete era ately obs 0.4 0.4 0.3 0.6 
(1) For missing years see Table 12 in "The Canadian Balance of International Payments - A Compendium of Statistics from 1946 


to 1965" (DBS Catalogue No. 67-505). 

(2) Excludes short-term receivables and payables. 

(3) Includes international investment agencies. 

(4) Country distribution not available. 

(5) Includes finance company obligations of $0.9 billion in 1964 and 1965, $1.1 billion in 1966 and $1.0 billion in 1967. 

(6) Includes medium-term non-marketable United States government securities acquired under the Columbia River Treaty arrange- 
ments. 

(7) Includes export credits by government and private sectors less reserve against government inactive assets. 

(8) Net external assets of the chartered banks of Canada amounted to $370 million in 1926 and $180 million in 1930. 

(9) Excludes Government of Canada holdings of gold and foreign exchange. 

Yr Revised. 


TABLE 2. Canada's Official Holdings of Gold and United States Dollars,(1) 1954-67 


At end of 


millions of U.S. dollars 


Tel Mav chen iance cote ae ee mA #3 tA 1,067.2 1387184 1,856.1 
Dali Stare ucrets 1s Sta-crh cveeePeees eer Te oe, pale : 7 976.9 1,899.5 1,773.9 
BulsSeptemberm ieee nie ROG schon seets ee 985.3 1,903.5 1,813. 

ASN DSGEMDE suck telcos elele' a clereteve enarene wis ; yeaa UF eal b 1936. 2 1,829.2 


(1) Gold, United States dollars and short-term securities of the United States Government held by the Exchange Fund Account 
and other government accounts and net holdings of the Bank of Canada. 


TABLE 1. The Canadian Balance of International Indebtedness, 


Pe aes 


Selected Year Ends, 1926-67(1) 


| 1960 1961 1962 1963¢ 1964° 1965© 1966" | 1967 
} No. 
billions of dollars 
12.9 13.7 14.7 15.5 16.0" 17.4 19.0 20.7 1 
| 3.3 3.4 a7 ed “eT 5.0 5.2 5a 2 
) 4.6 4.7 ey, eT 4.8 5.1 5.7 5.8 3 
| 1.4 7 1.8 1.8 227 2.2 2.5 2.4 4 
: 29.9 23.6 24.9 26.2 275 29.6 92.1 34.7 5 
| 
| ict i 13 1.4 ics 1.6 1.6 1.7 6 
0.6 0.6 0.6 0.6 0.6 0.6 0.6 0/7 7 
24.0 25.4 26.8 28.2 29.6 31.8 34.3 37.4 8 
18.0 19.3 20.6 29% PE wal 25.0 27.4 29.7 9 
5.5 3.5 3.6 3.5 3.6 S17 3.7 3.8 10 
2.4 2.5 2.6 2.6 2.8 3.4 2 3.6 ti 
| 1.6 1.9 2.0 aN 3.2(5) 3.4(5) 3.6(5) S15). | 13 
25.6 27.3 28.8 30.5 32.8 35.2 37.9 40.2 13 
} 
2.5 2.6 2.8 an a Sees oh: 4.0 14 
1.3 1.4 1.6 Lod 1.8 1.9 2.2 2.6 15 
| 1.5 1.4 123 Wee 1.5(6) 1.5(6) 1.5(6) 1.4(6) | 16 
) 0.1 0.1 0.1 0.1 0.1 0.1 0.2 0.2 17 
2 0.1 0.2 0.3 0.4 0.6 On? 0.7 18 
5.3 S27 6.1 6.4 ees 7.6 8.3 8.9 19 
| 1.8 2,2 ae) 2.8 2.9 2.9 Dale ie 20 
0.2 0.2 = 4074 = Ont 0.2 0.4 0.5 0.5 21 
| 1.2 ) 1.0 1.3 1.8 rey) 2.4 2.7 22 
| 
| 8.5 9.1 9.7 10.5 t.0 12.5 13.6 14 23 
| 2,0 2.4 2.6 2.8 OFF aes 2.9 2.9 24 
Ve 3.8 4.0 4e5 Ss) 5.6 6.6 73 25 
1.5 15 1.6 1.9 2.6 D2 20. 2.4 26 
3 1.4 4:,'5 Li 1.6 1.5 1.9 250 a7 
| 0o5 0.5 Oe5 OL5 0.4 0.3 0.3 0.5 28 
| 8.9 9.6 10.1 10.9 12.4 12.9 13.9 15.0 29 
16.6 a72F 18.7 19.6 20.4 22.4 24.1 2 30 
= DO Brees SAO 6G aes meee ~~ 3.3 DD ee 2 AG 31 
14.3 15.5 16.7, 17.5 18.4 19.4 20.8 Do: G 32 
2.0 5.0 2.07 1.6 1.0 1.6 1.6 1.4 33 
| ila ileal ill 1.4 2 1.6 13) 1.6 24, 
| Teal ibs fh 1.6 Las 2.8 3.0 33 ve) 35 


* New series not strictly comparable with earlier years. 
Note: As figures are rounded, totals do not necessarily equal the sum of their component parts, 
parentheses) refer to tables with further detail. 


Arabic numbers (without 


General note applicable to all statistics of foreign investments in Canada 


| Common and preference stocks are included at book (equity) values as shown in the balance sheets of the issuing 
| companies, bonds and debentures are valued at par, liabilities in foreign currencies being converted into Canadian dollars at 
| the original par of exchange. ; A ea ‘ 
Investments in Canadian companies have been classified according to principal activities in Canada. 
Investments in Canada shown as owned by residents of the United States and the United Kingdom include some invest- 
| ments held for residents of other countries. 


TABLE 2. Canada's Official Holdings of Gold and United States Dollars,(1) 1954-67 


millions of U.S. dollars 


1,934.9 1,709.4 2,600.1 2,465.5 : 
| 1,985.2 1,808.7(2) 2,691.6 2,533.9 : 
1,924.3 2,444.6(2) 2,568.3 2,624.5 : 


2,539.4(2) 2,595.0 2,674.3 


| (2) Includes some funds representing special international financial assistance in the form of central bank swaps and/or net 


IMF drawings. 


hee 


TABLE 3. Canadian Long-term Investments Abroad, (1) Selected Year Ends, 1926-67 (2) 
Direct Investment in branches, 
subsidaries and controlled companies 


Location and year Railways Manufacturing Mining other Total 
and and mer- and pee ee direct 
utilities chandi sing petroleum investment 
: millions of dollars 
In all countries: 
Hi PO DG ve enels olerousiels ovstalanene civkeveieceaieude © Maraye arent et aseas Ac ae ate ore 397 
2 OB Olas craseranete nator acho tale) ecc\ele al’eleve) ei ellciale ale) ofeieiers sl 6 oe ale ee aie 443 
3 TS30. Bis « loiwicte. 0.0 avers Hd aualeterel sve ete etek an «laciee, ole teltales 249 289 123 10 671* 
4 LOLES Mi totereve! 9116 aieialel aie cleletetelaltee vel euelie: eis'e-0,2 CIO Oe 239 337 138 6 720 
5 LOAD Wer chersvaveleieiersis enels Maleterclclsrevevsteeretone) ole etctehatatone 276 553 91 6 926 
6 TOSG eis aksve Sisko oe lereiatale eveveyetsvere oie refelaueiaieleteteterelets 418 1,106 340 27 1,891 
7 TBST) 3 a oOro Siar al Maielodeclevstsl eral sveleleioietesalatane ster ol exch oe 425 1,198 410 40 2073 
3 DOGO oiaie aoa eivie sie. eustaie avalos e ers) ofa oie ainienscerete tere sco 456 1,482 445 84 2,467 
9 TO Gibttatens Wists eheCehere  elaters’ site. siavohekeieais dial elolislelatstetete 484 1,566 414 13:2 25596 
10 UO GZ Mas tatevers, otavetetere Etorolais ovat overenonsv eve e ene el aenouelerehors SE) 1,769 426 134 2,784 
pal EQGS Wo aisetsiel elotateicleleretelalcye: sie: cVolere)sleiete.ote ohele acters 478 1,892 510 202 3,082 
i) TOGA pelete eiciere wuete role efotoletenclelels cis) clere ee leheh ale eletelcie 472 2,061 499 240 3 oe 
13 HIYA poco O SOD OOO COD EOC ODA TOA DOC OGOOGOEN 7) 25163 488 301 3,469 
14 UD GG alee pace ateveva erste ce cacvoistenere avehatenelel erelebabolexerorNors 546 2.359 478 334 3uua 
15 UO Giese tenerecoenerers COROT OU CORO OO BGO so0o000ne 555 2,586 510 379 4,030 
In the United States: 
16 BOBO rere Ds RCI DRO: APOE acd FOTOS GDR OIO aye 210 176 yal 4 412 
17 UO i tene sts, PORE HIG OOOO DCO Chi DE OOS 242 214 DS 4 455 
18 TORO era eneiehe erauciot axoiersee AOR SS COO ODO IOD : 247 413 58 3 72k 
19 lS OMRatel ster eneie RG Ocwieae AAO D OD OOOO AOR OOGr 378 804 190 22 1,394 
20 UIST! Bet noo AAO © ROOMICI AO NOt CONOR IOS 380 833 206 32 145% 
PAL MO GOlm cteyclelsletersrevete berntolettretsnats Mistololsterersietelerc stele 374 971 209 64 1,618 
22 IS Giles rebate toaster cipvere steheteroust severe BOCROS OCG TNRONO ROG 400 1,018 208 98 Lo72e 
23 LO Geers vere shore a store eeoten sree tencaane aisleiereteteleretersiexe Ha 411 1,092 188 5) 1,786 
24 DD OS rere carcens RODE MO LELO CL OIOG rMONLONOLELTO LOL. 418 1,108 262 134 1,922 
25 INGE SD artioic bic mh aiegaterare lee oreke sxe anetatete storeterstolelarsterers 402 15158 239 168 1,967 
26 VQ G5 Ie cie\ss oheteeretets BoD OOO CO UIGDOOCCS BOO Ode 423 P5192 250 176 2,041 
27 UO GGrr.) oscuonoserereretoreete tate ce dices AOD. DCR ODIGIOD 430 1,283 206 181 2,100 
28 UO Gis terres evoRelatoke piaielststatens Sian si cteve stotezatets crsioterezete 440 P09 190 161 2,190 
In the United Kingdom: 
29 LOS ON cr ecerelereneiers SAHOO DORE OE: ODL ORD OCMC OKOL - 5 ys} - 6 5g 
30 9 Aer ereieters FAC OO AB OLOCO OL DGC eheleiete - aS - al 54 
Syl GLO Gran teine eters cians CA CICIOID CG ORD AO OOo OOO DAE On - 58 - 1 59 
32 POT G tetas toner e AGS mi diee tele oyersve cree Ay oO OG ODO Pre 3 135 - 1 139 
33 PDS yiai ate ote ene ey OOO PEO IOIO CF O06 HOMO CO COOL 3 168 - il L72Z 
34 WWCO". seed 76 6x dient DADO OOD OCCT HCO ODOOE EO 14 240 - 3 257, 
SYS: LOO atevereteveversteieke wi av erleteie. siete 6. ccs’ olloretoseretehe onetela rete a2 Pa7pat - 5 288 
36 XO AG FER DRO On DECI G BOG 00 ODO COG A UOOOLG 9") 327, - 8 344 
shy CRY eS cade Bi akoledele elena lstore srotarst slotereanctaretels lots 9 367 - 16 392 
38 POG etetarets eielevars iotetrerons Gisis. ators s¥olew he telekenatete ahaverelte 8 406 1 16 431 
SOIR IGS teetetstarecere tices ‘ Uteue piel roasts vate a cine sere 10 447 3 22 482 
LOM, LOGO Site sox sie seercieeton OI LO RCEC CHOP CUAE OO OTOL 9 494 7 31 541 
41 LO Gi Se reteleteis 6 tere DC OICOOD-O SIC OS OOD DOD OU OOO 3) 476 7 27 515 
In other Commonwealth countries(5): 
MeL LOSE NSS, aclctene meres Praneneetinas Gc in ala Stele «i'd Sores 7 30 17 - 5a 
43 EO ASM cies Gieuetsrevens DOKYO. COC OGIO CONGO OOOO OO 7 34 28 - 69 
44 OOM a ersten sisi cnskorersteteree wien oacle aiauslenctel ietalsieltats 6 oul 19 - 76 
45 LOD Omiecctelsrs fomvacosuponcoco anda con oc code doe ao 8 85 98 - 191 
46 UO Samet guelioxs. cieerey etaloie HO OOO OOO GO COGOROS 8 93 sical 3 235 
47 LO GOM tats ite cretetetete aletaletelsl s etekstelolets oLelateReiove staves ate 10 v2 156 12 299 
48 EO OUiecatsi aleve etree os RDBUORO GUO MOOR CO DOO OOOO OE Be IES) 95 145 24 279 
49 POG2S aterstecsaloretate wlecekeienelelentan shalerenetereterevel eotenensverore 16 132 162 26 336 
50 EO GSH cthe is leveretere’a seston s BAO CACP OL OOO AGE LA GOOG IY 149 163 48 377 
Sil: DOGS crsiekeieie «iekecrpere cetera daonovodoocaes picterteste 26 186 164 50 426 
52 LQG te reteyers ave (i ePe-oxelefe ote BOONTON O OOS EHO 8 34 193 142 84 453 
53 OGG as, ale estate a eke ASCO ince) OL REDON AERP MER ORCI OS 54 206 53 92 505 
54 1967 lal Metohe ciate ats alc MOCHA LCOS OIRO ; 49 237 191 136 613 
In other foreign countries: 
DD tO 3 OM 5 ot osoys aversiole' cuactosomsters chegotolaers: siccens’sVelereversieds 31 30 85 - 146 
56 OAD mayeretceielsieveceteteresete erat elate teveveletvienstniaree wraleKexei ove 20 36 85 1 142 
7 DEO seteta ciate a aiaicterane Cree: GAO CIICONNC CHOU Oo ORO 23. 3h 14 Z 70 
Bl iOS Gites peles star's lel Miejats Bove MS eG ae Sree DR ; 29 82 a2 4 167 
So) | ECVE BA OC OED CIST OO DA AGS © Oe sai aeuee: cxaasue cdets 34 104 73 4 215 
GONE LOGO reir a orasienare AA SABE ale, ciald aise lorena ore 58 150 80 5 293 
CLEC Mion a crakts eevee: rere Mee ee er oes 57 182 61 5 305 
C2 T1962" ates ce oe ere siidete Mata ce aie sree shave/s, OOM 19 218 76 5 sig 4 
63 MGB scat arele: eavensioterarete rece i ateneteratet ects enter acete Rice 34 268 85 4 391 ' 
GAl  TRSGhy ore ese suntan dn ential Whar ae arate RY deers signals 36 311 95 6 448— | 
65 OOS Miectdicis) elevetehe: sareteie 3 DEO OOUCDOOIO COC DUOC OONN 50 33h 93 19 493 
BO A Vt as oae.snct soe eiettsinsis Gu aint needs bores 53 370 112 30 56g5 | 
GTN LO Gilat atelotels oies'sisr eralone alot tortie le Sroiple iso arietelate eres 61 474 122 55 712 


(1) Figures exclude investments of insurance companies and banks (held mainly against liabilities to non-residents), subscrip- 
tions to international investment agencies (Table 1), and miscellaneous investments (Table 1). Figures include the equity of 
non-residents in assets abroad of Canadian companies (Table 1). (2) For years 1949 to 1955 see Table VII, "The Canadian Bal- 
ance of International Payments, 1961 and 1962 and International Investment Position" and for years 1958 and 1959 see Table 


eae Canadian Balance of International Payments 1963, 1964 and 1965 and International Investment Position" Catalogue No- 
7- F 


Stocks 


102 
104 
105 
179 
178 
187 
197 
251 
250 
241 
241 
241 
250 


(3) Medium-term non-marketable United States government securities acquired under the Columbia River Treaty arrangements. 


TABLE 3. Canadian Long-term Investments Abroad(1) 
Portfolio investment in 
foreign securities 


36 


100 ||. 


103 
111 
111 
115 
120 
125 
u35 
187 
242 


a gicimas 


Total 


Selected Year Ends, 1926-67(2 


private 

Total long-term 

portfolio investments 

investment abroad 
millions of dollars 

493 890 
789 1 23'2 
719" 1,390 
621 1,341 
638 1,564 
1,006 2,897 
1,068 Say 
L.L5 Bi, Toe 
1,443 4,039 
1,643 4,427 
1,692 AIT 
cH) 5,051 
1,897 5,366 
23'S 5,949 
2,566 6,596 
501 Ouls) 
409 864 
443 1,164 
653 2,047 
711 Davi Keyee 
947 2,565 
15085 23199) 
i Lee ber aa 23957 
iE Ay 3,139 
L303 3,270 
1,408 3,449 
dn 702 3,802 
1,967 AS) 
43 102 
5S 107 
40 99 
46 185 
48 220 
42 299 
59 347 
63 407 
64 456 
65 496 
68 550 
64 605 
67 582 
22 76 
19 88 
14 90 
28 219 
28 263 
28 S27 
G1 320 
43 379 
Al 418 
4S 471 
45 498 
44 549 
4O 653 
153 299 
140 282 
141 211 
279 446 
281 496 
298 591 
308 613 
366 684 
370 761 
366 814 
376 869 
428 993 
492 1,204 


Government 
of Canada 
credits 


219(3) 
187(3) 
156(3) 
123 (3) 


561 
1,434 
1,179(4) 
1,171(4) 
1,092(4) 
1,074(4) 
1,057(4) 
1,039 (4) 
1,059(4) 
1,078(4) 
1,059(4) 
1,040(4) 


35 
30 
25 
29 
2D 
UN) 
21 
36 


31 
146 
566 
408 
389 
335 
320 
219(6) 
217 (6) 
214 (6) 
211 (6) 
209 (6) 
207 (6) 


76 

88 

90 
219 
263 
362 
350 
404 
447 
496 
517 
576 
689 


330 
428 
777 
854 
885 
926 
933 
903 
978 
1,028 
1,080 
1,202 
1,411 


ry 
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Pee 
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(4) Includes deferred interest amounting to $22 million in 1956, to $44 million in 1957 through 1963, to $64 million in 1964, 
to $83 million in 1965, 1966 and 1967. 


(5) Includes investments in Newfoundland prior to 1949. i 
United Nations bonds in 1962 and 1963, and $6 million in 1964, 1965, 1966 and 1967. Y Revised. * New series not strictly 
comparable with earlier years. 


(6) Includes $7 million 


ie = 


TABLE 4. Foreign Long-term Investments in Canada, Selected Year Ends, 1945-67 
Classification by type of assets and nature of national ownership 


Owned by all non-residents 


Type of Asset and 
Nature of Ownership 


By type of assets 


Bonds and debentures: 


if COVETIMETHE GLO iavace ie elere stepeisucler eiene-teiera) boi 1,662 25326 3,269 4,207 4,682 4,961 Dy LSS 5,813 
2 RATWANS Merete cicicuske our Neral elenealKeats cise 843 480 499 485 510 Bye ney! 55x 
3 OENESL ECOLPOLAELONS) Bye aictayele oelelar<terel «alialial> 561 1,963 25309 2,868 3,064 3,604 G, 132 4,33 
4 Sub =toOtalisi pera eseiahers Prono 0 DOO omIrOe 3,066 4,769 65.077 7,560 8, 256 9,087 9,839 10,677 
5 Capital stock of Canadian companies 3,194 8,375 10,480 25 O74 nee Is iy LS3O24 14,599 15,718 
6 Other corporation assets(2) ...... atieratots 548 2,686 3,965 4,678 4,382 4,724 5,388 5,876 

7 Income accumulating investment funds ,. - 255) 264 D2. 42 - - = 
8 Miscellaneous investments .............. 284 879 1,428 en 2,057 Jape yf 2,264 PACES SII 
9 Whoecne Minas kets Gann 0cuco oOo OUT 3092 17,464 22 2U4 26,205 27,474 29,603 32,090 34, 702 

By nature of national ownership 
I. Direct investments (controlled in 
country of ownership): 
Bonds and debentures: 
10 REEIMERREY Bmoe nce Goud OOD ODT OO Ont 46 a2 14 4 4 4 3 3 
lal Dreier onaonserelemer oadoponaacre ac 281 LOVS 2 1 Ole 1, 567 US 725 1,847 1,93 
12 Stb= otal Siarametarserte clase erate serene 827 Leow 15225 1,618 Mayall E729 1,850 1,934 
115} Capital stock of Canadian companies 1, 860 6,398 7,839 9,586 10, 300 12176 125.072 135-208 
14 Other corporation assets(2) ....... 526 2,624 3,808 4,298 4,090%* 4,451 5,086 5,564 
15 Total direct investments ...... PX HANS) LO5 £29 2 O72 15,502 NE Woes 17, 356 19,008 20,699 
16 If. (Government bondsi@l)) sieves: «4 c10 0 1,662 25326 3, 269 4,207 4,682 4,961 Se l53 byes! 3! 
III. Other portfolio investments (not 
controlled in country of owner- 
ship): 
Bonds and debentures: 
Railways: 
17 Controlled am Canada 2... sce. «6 795 447 483 480 505 Syl) Sow 548 
18 Controlled in other countries Z ik 2 1 1 il - - 
Other corporations: 

9 Controlled ime Canaddmsn. sees 220 618 809 981 1, 149 ib Ssh 183 15,920 
20 Controlled in other countries 60 270 289 273 348 By 454 462 
21 Stib EO EASES fieerometentvieierkelatene lensed ae Ova 15336 1 Xe} 1 838) 2003) es Sie H7i 2,836 2,930 

Capital stock of Canadian companies: 
22 Companies controlled in Canada 249 2,228 Dig AG) PE ASME PA layit Weg B55) 23163 2,064 
23 Companies controlled in other 
COUNELLES, “lie c.. LOUOe oO OueD On 85 249 301 297 306 320 364 453 
Other corporation assets(2): 
24 Companies controlled in Canada . 16 46 29, 326 195 169 154 176 
25 Companies controlled in other 
COURTEELES) |i pate seeyclersisestenemcucms ches 6 16 28 54 97 104 148 136 
26 Income accumulating investment 
PAINS) 5 «.evioie oye ss yeiieseetelioue @ioyeln ahs ieteksyetous = 25) 264 122 42 - - - 
27 Total other portfolio invest- 
MEMES: Avrabeaevereneedeua ds enon skis or area 2433 4,130 4,645 a /25 4,774 Dbl 5,665 53 fo. 
IV. Miscellaneous investments: 
28 Real estate, mortgages, assets ad- 
ministered for non-residents, pri- 
vate investment companies, etc. 284 879 1,428 ihe WaA 2,057 Papa 2,264 2,431 
SUMMARY 
29 PADLTeCE “investment: S a cwtcietetevelelexoeie esate Day Takes 10,129 LPP iMy6 S074 15, 96L2 17,350 19,008 20 ,699 
30 Litecovernment bond Sir. acrterorsia sre ncieieeiee 1,662 PA BAG 3), 269 4,207 4,682 4,961 DSS. 5,813 
Bil III. Other portfolio investments ....... Be ESN) 4,130 4,645 e725 Penge 5505 5,665 5 foo 
32 IV. Miscellaneous investments ......... 284 879 1,428 tit 205i Yesitysl 2,264 2,431 
33 Local etoves EMenCoMmen ae ieeen 7,092 17,464 DOR DAG 26,205 27 ,474 27,603 32,090 34,702 


See footnotes at end of table. 


38 
254 


292 


ors 
399 


2,304 


1,450 


462 


13 


130 


2,304 
1,450 
1,106 

130 


4,990 


Sar 


TABLE 4. Foreign Long-term Investments in Canada, Selected Year Ends, 1945-67 
Classification by type of assets and nature of national ownership 
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B. Owned in United States 
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6 ,263* 
3,160* 


10,549 


2,903 
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10,549 
25.903, 
2613 
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16,718 


3,869 
153 
25993 
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8,960 
35915 
£22 
925 


2050311 
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1237/85 
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2,958 
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TABLE 4. Foreign Long-term Investments in Canada, Selected Year Ends, 1945-67 - Concluded 
Classification by type of assets and nature of national ownership 


C. Owned in United Kingdom 


1945 IIEY 1960 1964° 1965° 1966t 


millions of dollars 


Long-term investments 
in Canada 


1967 


By type of assets 


Bonds and debentures: 


1 (ervigSimaintioual Ne tee < che cites eee Banc Ot Ome Sys 145 127 121 ai 100 108 131 
2 Rawal ya istadn heres Po sediarsie rou oeds meats. otal 316 290 290 Zo” 260 263 259 258 
3 Other corporate loneie avs os 00 s)s slabs site 116 200 214 He 172 59 158 158 
4 Sup= tO al Gian coveethelertawoks cotenere ose 589 635 631 557 543 522 525 547 
5 | Capital stock of Canadian companies .... 973 1,835 2,078 2,036 2,094 74a NSW | 2,184 25208 
b \sOther conporak ton dassetal2 ia une alea 103 270 439 BSC) 620 639 609 627 
7 | Miscellaneous investments .............. 85 177 P21 216 203 194 200 LOL 
8 Total) tnvestmente! <7... 174ee eae 41,750 2,917 8) oy) 3,348 3,460 SED E2 3, 5k8 376 
By nature of national ownership 
Il. Direct investments (controlled in 


country of ownership) : 
Bonds and debentures: 


9 Radway Smvcrorstecs a7 ols oc ernteh ranches staasy ci 8 4 4 3 3 3 2 2 
10 Other couporatlons mace aes seer 16} 42 46 24 3D ehil 30 22 
11 Subtotals i ra ceaap ey ceo tenonetastatare tears re 21 46 50 21 38 34 32 24 
12 | Capital stock of Ganadian companies .... 226 850 1,057 1,239 1325 1,401 1,440 Loe 
138 (Other conporakvon assets (2))) ig. tena srlean 101 267 428% 495 570 598 574 600 
14 Total direct investments ......... 348 1,163 53D) 1,761 TR 933; 2,033 2,046 2, bg 
lop) elle aGovernmerntmponds! Gl) ewes none ets C57, 145 27, 121 ual 100 108 138 


Ill. Other portfolio investments (not 
controlled in country of owner- 


ship): 
Bonds and debentures: 
Railways: 
16 Controlledviini Canadas sicmeclieice 306 285 285 256 207 260 257 256 
17 Controlled in other countries . 2 1 ib - - - - - 
Other corporations: 
18 Controlled) in Ganadarseric as 46 20 19 5 5 6 5 9 
19 Controlled in other countries 57 138 149 148 132 122 123 127 
20 Sub=totalio sro cet ei crete on 411 444 454 409 394 388 385 392 
Capital stock of Canadian com- 
panies: 
21 Companies controlled in Canada .. 691 910 924 708 676 663 643 561 
22 Companies controlled in other 
COUNERTOS) Ox ar ic ciniene haere tore es 56 5) oF 89 93 93 101 122 
Other corporation assets(2): 
23 Companies controlled in Canada 2 2 5 36 48 38 31 19 
24 Companies controlled in other 
GOUMEP LESH cep crunt eben s it - 1 6 8 2 3 4 8 
25 Total other portfolio invest- 
MONES: Cys muvovecenocm te san) cckeue 1,160 lip? 1,486 L250 L213 1,185 1,164 1,102 


IV. Miscellaneous investments 
26 Read estate, mortgages, assets 
administered for non-resi- 
dents, private investment 


Conpan Legume Commer. eee 85 L772 pli 216 203 194 200 191 
SUMMARY 

27 [peDirect) investments 206. eee tae. 348 1,163 1,535 1,761 1,933 2,033 2,046 2,152 

28 Ei, Government bondes <<a... o0eks oleae. see 157 145 127 121 111 100 108 131 

29 | 111. Other portfolio investments ....... 11.60 1,432 1,486 1,250 LS Lus5 1,164 1,102 

30 IV. Miscellaneous investments ......... 85 177 ib 216 203 194 200 191 

31 Total investments .~..-\.«.s«si 1,750 2,917 3,359 3, 348 3,460 3,512 3,518 3,57 


(1) For division into Government of Canada, provincial and municipal, see Table 5, (2) Includes net assets of unincorporated 
branches and other long-term investments. 
i | 
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TABLE 4. Foreign Long-term Investments in Canada, 
Classification by type of assets and n 


D. Owned in all other c 
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TABLE 5. Foreign Long-term Investments in Canada, Selected Year Ends, 1945-67 
Classification by type of investment 


A. Owned by all non-residents 


Type of investment 


millions of dollars 
Government securities: 
Tee Dominkor, ee... cetalerenvieciaietetio cess) 0\\e) oa leone) oe 726 501 611 900 897 880 649 556 
2 REO C HOLD crclepere cioiecer sel ateiel oe) sleet sie eisienerents 624 eos G32, 2,216 2,564 2,828 EEE UW Al 3,819 
3 Mityrelenkoye peeing OOOO Od O ACICLCTIO ERD Sie 660 1,026 1,091 L220 ios 1,334 1,438 
4 SUD tO CALS. sy etetsue! vuccoccler osisvevers ook B bieleceve 1, 662 2,326 3, 269 4,207 4,682 4,961 5,154 yy sis! 
Manufacturing: 
5 Veretabdlenproducitisa ss cs ts a\letaisleletene elects 268 So7 720 833 830 889 oe 989 
6 Animal products seislereire «sr Sih OHO, CON OE 61 108 132 161 169 198 228 239 
7 Babe ob IM eee, Oty oC CREM ORI ICLP ORE 83 128 141 146 150 166 180 195 
8 Wood ands pape phoducts! js. stsreierarl- <le 455 1,166 Lasu5 1,549 LEZ. 1,907 2,195 2,296 
9 Tibefoya hovel HopaVolkSes 5 o ogee dO 0.00 000000 319 1,198 1,580 1,810 1,970 25226 2,445 2, 726 
10 Nom=femroucmne.ta lois sicvelselsreretettons chetelens 274 IL @Shit ban boyy PAS) iio 30 1,428 1,576 
asl Non-metallic minerals ..... PRO ChE é 57 179 276 319 319 SLL B55 389 
iW Chemicals and allied products ........ 169 582 698 943 1,095 Zo LS 73 1,436 
13 Miscellaneous manufactures ........... Site 82 98 123 134 150 156 17a 
Sub-totals (excluding petroleum 
14 GOL LMT sccyedsleusiete oerelsie +015 slave sine oie ei. Bs O)Su! Onl 7,097 7, 580 8, 380 9,279 10,037 
15 Petroleum and enatural (asin. sc ceidisreets oe 160 2, 849 Siu) 4,749 4, 854 5, 268 5 79 6,009 
16 Other mining and smelting .......... sretens 356 TUSISS 710) Lod 2 B22. 2,442 Lod PIERS) 1/7 350 
Public utilities: 
17 Ried wa y:Girstec treme iayole) cl ober soucio ns eneeeeevate eraleys 1,599 1,396 1,406 7G, 1,205 1,040 15055 1,018 
Other (excluding pipelines and public 
18 enter pirlis Os) i eetaretacte ovo tetetcrerwitelsiets stale 493 661 743 591 605 667 758 812 
19 Sub=totall-o wes cmerccs ereroustercieberovsvorsicvetaleve 2,092 DAS 2,149 TS 765 AAG, 1eeZ0rd 1, 813 1, 830 
20. i Merchandising Aer cvcre e. ccuss oieiereie Grane arsine re 220 715 872 1,017 1,092 1,198 L297 1,432 
21 .| Bamanedia lL % efor ates a sts ore eters ie ls ea sere 525 Ly 782 2,380 2,914 2, 650 2,876 3,134 3,415 
22 WNOther enterprises vr\> sre <iie Sraatoys Tepseekee tere 70 235 297 363 407 485 559 605 
23 | Mascellaneous investments creer... «2 284 879 1,428 Le A7Al 2 Oon Dalen 2,264 2,438 
24 Roba investments) seuesieyetre cre. wares 7,092 17,464 22,214 26, 205 Qe 29, 603 3250910 34, 702 
- Owned in United Kingdom 
1967 
millions of dollars 
Government securities: 
25 Dom: WTO «2 Skate ae oe oo atevevel ene toners: ahs ae — 64 48 34 Za 10 9 12 
26 Provincial” x. meyers ee Que le aca nieke cuore eee ence 45 47 47 58 60 62 73 90 
27 Merde pia Tei e0e, cuesscc'cs'o son stove tonne ovsule poneacrel 6 ele? 34 32 29 30 28 28 29 
28 SUD SOAS yma srerevelvereeretrers eae hates iiss // 145 i27/ 121 ila 100 108 131 
Manufacturing: 
29 Veretable products) .r srs <cleteeemete) oe 66 P25) 137 155 iksys a lSsal 257 164 
30 Animaliproduchetar cave. cde een eer es 6 6 8 7 6 8 10 ion | 
31 Mext i Wesker wasn fect cme nrobne Braye ene 38 55 55 46 47 44 47 48 | 
32 Wood tand (papers productSme.. wees ss +a 64 160 167 180 243 234 246 235 
33 PEON and produces. ses cee oes aie lye 168 201 203 203 205 200 210 
34 Non-fernows) metalicuyesmete aera trereerere ers 64 192 188 184 182 182 188 194 
35 Non-metallic minerals ....... Mei ahs 8 34 55 66 49 50 38 37 
36 Chemicals and allied products ........ 36 142 169 181 182 187 192 192 
SH Miscellaneous manufactures: cs.c206 0 2 5 5 6 6 6 5 5 


Sub-totals (excluding petroleum 


38 MeL imine ip. cree eae meres sere ois eee 296 887 985 1,028 LO 1,067 1,083 1,095 
39 Petroleunpandinatunals gacuere cies cus cares : 7 108 270* 392 451 543 542 554 

40 | Other mining and smelting .............. 60 162 152 162 210 198 209 215 

Public utilities: 
41 (Ne EDC Sites cirri: POMOC Ro oe rR 806 784 735 555 500 476 467 422 
Other (excluding pipelines and public 

42 ANLeHpPEESeS)) ae tas oe win aoe hes nes 90 112 125 54 24 24 29 36 

43 SUD = Eo tall Si aetereress ie eis, svete Sa aR ar seters 896 896 880 609 524 500 496 458 
44 Merchandising Se SACU Che RCE RCE Sy7f 174 214 260 S 7 fl 281 289 

45 Reimar ecdenl! g orevarcvavensreyece otsanle aie aeaRousie oi cers svene aus 5 186 332 469 514 561 567 524 

AG Others enterpr il sesmeraen: sce acne eee oe 6 36 51 46 58 61 67 


47 | Miscellaneous investments ......-.e.csece 85 IRA) val 216 203 194 200 


48 focaleinvestmonts seth amen eee 1, 750 Poy, 3,359 3, 348 3,460 Sey 3,518 
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TABLE 5. Foreign Long-term Investments in Canada, Selected Year Ends, 1945-67 


Classification by type of investment 


D. 


1960 


181 
4l 
u7 


B. Owned in United States 


696 
2,126 
1,047 


3, 869 


153 
148 
98 
O29 
1,501 
996 
72, 
717 
116 


S29 


3,975 
2,028 


456 
506 
962 
700 
2,054 
295 
925 


20 ,537 


Owned in all other countries 


1964" 1965© [| 1966F 1967 


1963t 


994 


738 
1, 673 
327 
1, 250 


21,558 


millions of dollars 


170 
32 
15 


ZA 


620 
OL 
822 
1,817 
396 
1G 355 


2395909 


195: 
37 
15 


247 


703 
1, 130 
913 
2,040 
463 
1,437 


2 US 


156 
42 
16 


214 


750 
1,190 
1,007 
2,241 

500 
1, 590 


28, 030 


149 
57 
16 


222 


25 
26 
27 


28 


29 
30 
Sil 
32 
8, 
34 
35 
36 
37 


38 


39 
40 


41 
42 
43 
44 
45 
46 
47 


48 
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TABLE 6. Foreign Direct Investment(1) in Canada, Selected Year Ends, 1945-67 
Classification by type of business 


A. Owned by all non-residents 


Type of business 
1945 1957 1960 1963 1964t 1965" 1966* 1967 
No. 


millions of dollars 


Manufacturing: 
1 Vegetable products .......+. BOO O OOOES 200 492 637 745 740 793 822 899 
2 Mima | produCiSmttete « «sais + sucleteleteteta retells 47 98 122 153 160 188 212 223 
3 Texeales* & ove ecanoaerexa Reavis raisyere CHa Alen IeOIG 56 108 118 128 130 141 155 167 
4 Wood and paper products: ....). <0 leat os oc 348 924 1,033 17 £90 L307 1,423 b 5534 1,618 
5 Eons and. pPLrodUelSen cms icisicle ss sts Bec ee CHORD 2. 1,089 aa 1,738 1,793 2,008 2)5.Leu 2,469 
6 Non-ferrous metals ........... nO oA Oni 2a 867 983 1,036 1,014 1, 118 1,234 15309 
ii Nonemetalilic minerals Wi. sieus.« sveicustepeiscos .« 43 157 240 273 274 261 287 314 
8 Chemicals and allied products ........ 144 . 561 671 825 1,045 La LS3i6 15375) 
9 Miscellaneous manufactures ........... 33 80 97 121 131 148 154 167 
Sub-totals (excluding petroleum 
10 Peds miiy)) mere eteasistalelolakets Hood usanoee i559 4,376 5,342 6,209 6,591 UWS aS: 7,890 8,599 
i Petroleum and natural cas) 3. sie cis e's 141 2,599 Bic wls} 4,158 eee oI 4,600 5,012 5,269 
12 Other mining and smelting ..... erste es tris 237 1,044 5439 L736 1,888 2.007 25219 2,547 
13 Utilities (excluding pipelines) ........ Shy) 286 285 300 301 301 318 344 
iuleMenchandisinestcscteienia site cles Bs od eee 202 621 757 898 968 1,061 15132 1,252 
15 Pinancaall (cts ake NE SD capo ¢ ctsers B39 1,026 1,464 1,874 1,600 1,694 1,889 25 270 
16 ObherReNEEE PRIUS ESI Fer © usielencisteeiciela staercley ke 60 217 272 347 362 428 488 518 
ily) WNfonEr Va Ashe 15 PCI CHO CECID OO OO OOOO 2 i LOSL29 P2872 15,502 15,961 175356 19,008 20,699 
C. Owned in United Kingdom 
1945 U9S7 1960 1963 1964" 1965° 1966* 1967 
millions of dollars 
Manufacturing: 
18 Veretable products. (ys chew 0 clereue crteiete ee oe 60 110 124 148 146 145 152 157 
19 Animal produCesy, goss ceevels wlavene one eiereiete ae 3 5 6 7 6 8 9 10 
20 PerTMeSs (a leleantsteta 'etee oe tolereneuscehe FaED GOyOOIO : 26 46 45 By) SY, 42 45 46 
21 Wood: and (paper products: Goaisecehiee« «00 30 125 138 133 193 184 190 181 
20. Imon and produces. .:sleeres1< sietacte ev cnctstet 4 147 185 187 185 186 7g 193 
23 Nom=fennrous Metals (ctomlemis seretaete eee 8 61 65 62 59 58 64 7 
24 Nomemetalila cuiminesadis, creecctdacsretteeie ns 4 26 38 48 31 25 22 22 
25 Chemicals and allied products ........ 19 139 162 176 178 183 186 186 
26 Miscellaneous manufactures ........... 2 4 5 5 4 5 5 4 
Sub-totals (excluding petroleum 
27 BOGUS: ys he bi opalatoralaavavers: 0.2 .01etake onde 156 663 768 805 841 836 852 870 
26 aePetxoleum! andi maturaly cas) csuvemes. cle. - 64 2084 335 391 488 476 477 
29) Other minine: and smell time ys ss tease oes ee 22 68 66 63 104 100 111 123 
30 | Utilities (excluding pipelines) ........ 16 oy 40 38 14 14 14 21 
31 Merchandising pi checekene etaWelicun etehwlaieroteralerels eae Gyil 167 208 PLOIS) 265 274 283 304 
32 | Pimancialiir.o.scyuss bree Madea es Ae ee ieee 98 isp 198 227 262 262 248 293 
52 OMe reentatpri ses yas xs co ebaeeeien eu: 5 33 47 43 56 59 62 64 
34 Woy cee NTts ee, Ae a PY Le 8 ke 348 1,163 1535 ibe Wfsat 1,933 2,033 2,046 2,152 


(1) Direct investment covers investment in branches, subsidiaries and controlled companies; the figures are part of the totals 
in Tables 4 and 5. 
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TABLE 6. Foreign Direct Investment (1) in Canada, Selected Year Ends, 1945-67 
Classification by type of business 


B. Owned in United States 


1945 1957 1960 1963° 1964* 1965* 1966* 1967 
No. 


millions of dollars 


140 Sp) 488 581 576 628 656 723 if 
44 89 BL 141 148 174 196 206 2 
28 62 72 88 80 97 108 119 3 
316 798 886 1,035 1,094 eee 1,328 1,408 4 
DI2 896 1,198 1,491 L556 1,763 1,942 Aap als 5 
203 789 890 950 924 1,027 A 32. L255 6 
39 101 134 146 153 159 175 205 i 
118 405 478 608 811 950 1,084 1,138 8 
Sal 75) 91 15 126 142 148 162 9 
dle Bon 3,590 4,348 DeoD 5,478 61 LGW 6,769 Y54a7 10 
141 2,380 2,885%* 3,489 Bh bya! 356535 4,062 4,290 11 
215 ot 15348 1,645 ei ae L875 2507, ROIS: eZ 
358 215 224 Zou. 276 280 297 316 13 
147 423 501 587 623 696 759 841 14 
198 719 1,028 i393 15027 1,043 Les eeu ES 
54 174 25 265 287 345 400 422 16 
2,304 8,472 10,549 2 ,o5 12,959 14,059 15,570 17,000 17 
D. Owned in all other countries 
1945 1957 1960 1963 1964° 1965° 1966t 1967 
millions of dollars 

- i, 25 16 18 20 14 19 18 
- 4 5) 5 6 6 i 7 19 
a - il 1 1 2 2 2 20 
2 1 9 22 20 12 16 29 72 

1 46 58 60 52 59 60 Sy) 22 
- 17 28 24 3 33 38 43 23 
== 30 68 79 87 77 85 87 24 
7 a Shik 41 56 42 46 49 25 
- 1 1 1 il 1 1 1 26 
iy 123 226 249 Zhe, Psy 269 292 29 
- be i) 220% 334 S39 459 474 502 28 
- 5 25% 28 37 42 61 101 29 
1 34 21 16 ll a 7 ii 30 
4 31 48 56 80 OL 90 107 31 
43 176 238 254 ay) 389 465 506 | 32 
1 10 10 19 19 24 26 3244 33 


61 494 788 956 1,069 1,264 E5892 La 7e lee 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


THIRD QUARTER 1970 


The current account of the Canadian balance of international payments remained relatively strong 
in the third quarter of 1970 to produce a record surplus, unadjusted for seasonal variation, of $468 
million. The continued buoyancy of the merchandise trade account together with the normal third quarter 
; swing to a surplus in the travel account were the principal factors accounting for the enlarged surplus, 


| =. Capital movements led to a net capital outflow of $242 million, a swing of $777 million from 

| the second quarter inflow of $535 million. Capital movements in long-term forms recorded a net inflow 

of $153 million, a change of $164 million from the small $11 million outflow of the previous quarter. 

| The main contributing factors to this change were increased sales of Canadian new issues abroad and 

| sharply reduced outflows for the retirement of Canadian securities following the increase in the second 
| quarter which resulted from the advanced redemption of some Canadian government lire debt. Partially 
offsetting these changes was a swing of about $100 million in transactions in outstanding foreign secu- 
_Yities as Canadians returned to being net buyers after several quarters of disinvestment. Capital move- 
ments in short-term forms led to a net outflow of $395 million, a swing of almost $950 million from the 
second quarter inflow. Recorded outflows to increase Canadian holdings of foreign currency bank bal- 
ances and other short-term funds abroad rose from practically zero to almost $440 million. This move- 
,Ment was augmented by declines in the inflows recorded for foreign investment in Canadian finance com- 
pany paper and "other short-term capital transactions" and a swing of $114 million as non-residents 
reduced their holdings of other finance company obligations by $40 million. 


Summary Statement 


4 |___Screen pemeceeieee oe ee ee ee ee eee 


1969 1970 
1968 19690 

EE AC, IV Q IQ ‘Tse O) Ii Teneo) 

millions of dollars 
Wecnandise trade balance ..........2.. ar Ibs Sis) ap (eke ae PA SOIL + 633) -- 663 Su 
\Balance on non-merchandise transactions - 1,482 - 1,678 - 236 - 491 - 592 - 417 - 263 
Waerent account balance .. 2... .ssecsevess - 107 - [Ola te - 190 toc te DeG + 468 
Capital movements in long-term forms .. 1,654.) + 2,257. + 596. 1) 4.569 E095 =. LL ay a5) 
Capital movements in short-term forms - 1,198 - 1,401 ~- 607 awake = 302. 546 =3395 
Net capital movement(1) ....... op hterev hens att 6 at OD Omg nila: 13352 + 353 = SS) - 242 
Allocation of Special Drawing Rights .. op a ahate Mantis res 4-133 - - 
Net official monetary movements ....... se ByEaS, + 65 - By elie OC eo ae LING: 


Ce rene aa ee a EE Ee 
(1) Excluding items shown below. 


--- Not applicable, 


Official net monetary assets rose by $226 million, a rate of accumulation considerably below 
those observed in the preceding two quarters. Holdings increased in July and August but there was a 
small decline in September. The July increase partly reflected foreign currency purchases carried out 
under commitments which were outstanding at the end of May when the Canadian dollar was unpegged. 


A slow rate of economic growth, increasing unemployment and a continuance of some inflationary 
pressures were all factors evident in the Canadian economy in the third quarter of 1970. In the face 
of this classically paradoxical situation the authorities moved towards encouraging more Vitals tyein 
the economy and continued to ease monetary policy. The relatively better price performance due to the 
slowdown in the pace of inflation which was apparent earlier in the year was assisted by the floating 
of the Canadian dollar at the end of May and the consequent shift in price levels. The flexible ex- 
change rate did not mean, however, that the authorities could concern themselves with the domestic 
situation without regard to external effects for, as the Governor of the Bank of Canada has pointed 
dut, a Hobson's Choice could arise with "on the one hand a degree of monetary expansion which would 
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risk triggering a fresh round of inflationary expectations, 


or on the other hand the financing of fiscal 
requirements by large sales of securities to the general pub 


lic which might, through the effect on in- 
| terest rates, attract excessive capital inflows and help to establish a market rate of exchange that was 
| ill-suited to the economic requirements of the country"(1). 


| Merchandise Trade 


In the first nine months of 1970 merchandise exports, 


rising at a rate of about 16 per cent 
_ over the corresponding period in 1969, 


reached a record nine-month figure of $12,509 million. Merchan- 
| dise imports, on the other hand, moved up by only just over 2 per cent to $10,482 million. 


_ formance of merchandise trade produced a striking trade surplus of $2,027 million, equivalent to over 
| three times that for the same period last year and over twice the surplus for the whole of 1969. 


This per- 


The impressive growth in merchandise exports was achieved in the face of a recessionary situa- 
tion in the United States economy which, by far, represents Canada's major export market. The slowdown 
_in the United States was reflected in a reduced growth rate of exports to that country so that the 
United States share of total exports fell by 5 percentage points from the first nine months of 1969. 


The strength that has sustained Canada's exports this year has come from the booming economies 
of Europe and Japan with resource products being the main object of the intensified demand. Part of 
the increase in sales was due to the effects of work stoppages in the Canadian mineral industry which 
_had reduced exports last year. In addition, however, the slowing pace of inflation in Canada relative 

to other countries might also have contributed to the growth of exports by giving manufacturers a price 
advantage for their products in overseas markets. Another source of strength for Canadian exports came 
from the developments in world wheat production and trade. Weather disasters in a number of producing 
areas including Eastern and Western Europe and Australia, together with a reduction in the wheat crop 
of the United States and increased demands by the U.S.S.R. and China led to exceptionally strong sales 
of wheat. In the first nine months of 1970 wheat shipments went up by 40 per cent over the same period 
in 1969 to about $520 million, with sales to the U.S.S.R, and China increasing by 85 per cent. 


An improved performance was recorded in exports of iron ore, nickel, copper, petroleum and 
natural gas, steel and motor vehicle and aircraft parts. Exports of automobiles were influenced by the 
strike against General Motors Corporation which began in mid-September. The pervasive effects of this 

\lengthy dispute will, of course, continue to be felt in the fourth quarter of this year. Sales of 
lumber were lower as a result of weakening in the construction industry in the United States. 

The slow pace of the increase in imports has resulted from a general sluggishness in the domes- 
tic economy as indicated by some softness in the retail market, restrained business spending, increasing 
‘unemployment and a decline in manufacturing activity augmented by lower unit values for some imports 
following the floating of the dollar at the beginning of June. Imports of food and beverages, especial- 
ly meat, sugar and coffee, and of crude materials, particularly petroleum and coal, increased by some 

7 per cent each. Imports of manufactured commodities, despite significant increases in the imports of 
metalworking and pulp and paper machinery and of computers, increased only marginally. Imports of 
excavating and agricultural machinery, automobiles and motor vehicle engines and parts declined sub- 
‘stantially. Imports of automobiles, engines and parts, which in total at the end of August were some- 


what below 1969 levels, declined further in September reflecting in part the effects of the strike in 
General Motors' plants. 


Adjustments made in the nine months to recorded trade for balance of payments purposes as shown 
in Table 6, included a net increase of $18 million to exports mainly for wheat timing corrections. A 
deduction of $72 million from imports reflected principally the elimination of automotive tooling 
charges which are recorded in services. The effect of these adjustments is to increase the recorded 
trade balance by $90 million or 5 per cent. 

New series of export and import price indexes on a 1968 base have been introduced by the Bureau 
to supersede the previous series which had 1948 as a reference base. It was considered that the earlier 
series no longer adequately reflected the current position in Canadian international trade due to the 
introduction of new products and changes in volume, values, patterns of commodity flows and direction 
of trade. The new price indexes show that average export prices over the first nine months of this 
year have risen by 3.7 per cent compared with the same period last year. There was, however, a slow- 
lown in the rate of increase in the third quarter which at about 3 per cent was below the nine-month 
iverage and the first and second quarter over-the-year average increases of about 4.0 and 4.5 per cent, 


dD Remarks of Louis Rasminsky, Governor of the Bank of Canada, before a meeting of the Regina Chamber 
of Commerce, October 21, 1970. 


respectively. On a quarter-to-quarter basis 
export prices dropped in the third quarter 


EXPORTS AND IMPORTS PRICE INDEXES by 1.3 per cent. Average import prices 
1968=100 increased by 2.5 per cent which was about 
110 the same rate as for the whole of 1969. The 
a PRICE INDEX uninterrupted monthly rise in the import 


price index apparent in the first nine month; 
of 1969 was not parallelled this year. In- 
stead, due to the fall in unit import prices 
resulting from the higher value of the Ca- 
nadian dollar, the index fell every month 
from June to September. The third quarter 
increase was therefore only about half a 
percentage point over the third quarter of 
1969, and in the case of the end products 
group of commodities the level of import 
prices was below that in 1969. 


Non-merchandise Transactions 


In the first nine months of this year total non-merchandise receipts increased by 14 per cent 
to $3,529 million. Non-merchandise payments rose by 12 per cent to $4,801 million. The deficit on 
this part of the current account therefore went up by 7 per cent to $1,272 million. The rise of $85 
million in the deficit for this period arose from increased deficits on service and transfer transac- 
tions of $54 million and $31 million, respectively. 


The largest constituent of the increased deficit on service transactions was the rise in the 
negative balance on account of receipts and payments of interest and dividends which went up by about 
18 per cent and moved from a deficit of $625 million in the first nine months of 1969 to $737 million 
in the corresponding period of 1970. This net change of $112 million was accounted for by an increase 
of $183 million in income payments which was partially offset by a $71 million rise in income receipts. 
Increased profits of branch operations of foreign companies together with larger payments by Canadian 
incorporated subsidiaries to their parent companies in the United States were the most significant 
contributors to a rise of $96 million in dividend payments. Most of this increase took place in the 
first and third quarters of 1970 while the second quarter showed a moderate rise of $11 million. 


As a result both of large sales in 1969 of new Canadian provincial and municipal bond issues 
and relatively high market interest rates, interest payments continued to rise steadily. The third 
quarter recorded an increase of $30 million, bringing the total for the first nine months of 1970 to 
$87 million above the comparable 1969 figure. Geographically, more than four fifths of the total j 
interest payments in this period went to the United States. By far the greater part of the $71 million 
increase in income receipts is attributable to the interest component which rose from $100 million in | 
the first three quarters of 1969 to $157 million in the corresponding period of 1970. Most of this 
rise occurred in the second and third quarters reflecting higher earnings on official holdings of foreig 
exchange. (Interest on private holdings of foreign exchange is included with miscellaneous income). 

The net balance from receipts and payments of interest and dividends accounted for about 58 per cent of | 
the deficit on non-merchandise transactions, some 2 percentage points higher than the corresponding 
proportion for 1969. 


On the travel account the deficit increased by about 10 per cent to $184 million. The increase § 
in the deficit was due to a rise of over 44 per cent in net travel payments to overseas countries which | 
more than offset a relatively substantial increase in net travel receipts from the United States. The 
largest increase in net payments took place in travel to the United Kingdom and Europe reflecting, in 
part, the rapid growth in air charter travel which has developed in recent years. The increase in net 
travel payments this year was also influenced by expenditures incurred by visitors to the 1970 World 
Exposition at Osaka, Japan. 


Gold production available for export has this year fallen by about 15 per cent below last 
year's figure to $73 million. For most of the period the free market price was only marginally above 
the official monetary price of US $35 per ounce. 


Partly offsetting the increased deficits on interest and dividends and on travel and the re- 
duction in the gold production available for export, there was an improvement of $87 million in the 
balance on freight and shipping transactions and "other services", The extraordinary upsurge in the 
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Interest and Dividends and Miscellaneous Income 
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Receipts 

Period a 
Interest Dividends Sub-total So ee eneots erend 
income (1) total 

millions of dollars 

1968 oeoereveeveer ee eee eereeeaeee 102 Zoli S53 237 590 
1969 eoeeoeweveeaeeeeeeeeveeeveeeveee 161 253 414 433 847 
1969 TRAN EWE hotteteyeCeke: clears Siz 56 88 102 190 
; TONS. Htc alice dete icllee dors 36 76 tele? 102 214 
iIat Tet OUR, «tre Wevie efoto? shckeieohels BZ. 53 85 110 195 
TNE LOVE SAA a eC See a 61 68 129 119 248 
1970 RA OUS He Poh ceattcle ohcei's, ovov ce 40 TZ 112 141 233 
STEN IE Eales «0s wheelie. « 56 65 ibe ik 140 261 
TOI Gy STA cart Se oe 61 62 ee 141 264 

ee ee ee eee rt 8 ot ie 

Payments 

tha S68 2 La a ee 
Interest Dividends Sub-total Miscellaneous Grand 
income (1) total 
ee ee ee 546 Tiss} 13259 373 1,632 
et ic. cine s feo 6 ene, » > 649 696 e345 459 1,804 
1969 MOUS. teiets.cretele ois Sees 142 156 298 108 406 
TARO) a rerseevawe tere SS levexe 0 174 144 318 INE? 435 
AMIIMLOMN. erccatsie%e unio % 0 fo" «6 150 144 294 Ny 406 
MVE Olas fonalicvers '6 toysie.co-6'% 183 22 435 22 Si 
 . 176 212 388 126 514 
iE) eowreeeeoeceseeeever 197 155 SD2 134 486 
aD Oye es ceysrs «hth Sy. lo 180 173 353 128 481 


(1) In the main balance of payments tables, this is included in other service receipts and other ser- 


vice payments; it includes in addition to investment income, all services associated with inter- 
national banking and insurance operations, 


merchandise trade surplus has led to a swing in the balance on the freight and shipping account from a 
deficit of $46 million to a surplus of $26 million. The deficit on the "other services" item fell by 
.4 per cent to $376 million. Within this account the increase in net government and business service 
‘payments which together rose by about $40 million was more than offset by a swing of $56 million in the 
‘balance on miscellaneous income, principally banking and insurance earnings and income on private hold- 
ings of foreign exchange. 


Due to the increase in official contributions, the deficit on transfers rose by 72 per cent to 
$74 million. The increase in the surplus on inheritances and migrants' funds, resulting from higher per 
capita inflows which outweighed the effects of a fall in the number of immigrants, was partially offset 
by an increase in net personal and institutional outflows. Official contributions which consist of 
international development assistance in the form of food and other commodities, services and cash grants, 
increased by 37 per cent to $152 million from $111 million in the corresponding period of 1969. Over 80 
per cent of the increase occurred in the third quarter when official contributions rose to $79 million 
from $46 million in the third quarter of 1969. While about one half of the aid was disbursed under the 
international food aid program, mainly in the form of wheat shipments to India, there were also substan- 
tial grants to international organizations for multilateral assistance programs. 


current Account Transactions in the Third Quarter — Seasonally Adjusted 
re ede rons ii cn —— 


In the third quarter 1970 there was a reversal in the upward trend of the seasonally adjusted 
current account balance which had appeared in the fourth quarter of 1969. In the quarter the surplus 
leclined by 46 per cent to $167 million, the lowest quarterly surplus in 1970. The principal factors 
vere an increase of 25 per cent in net non-merchandise payments which rose to $482 million and a 


| 
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reduction in the trade balance which at $649 million was 6 per cent below the second quarter trade 
surplus. Total current receipts went down by about 2 per cent to $5,323 million while total current 
payments edged up by 1 per cent to $5,156 million. 


Merchandise exports and imports, 
seasonally adjusted at quarterly rates, both 
declined marginally to $4,158 million and 
$3,509 million, respectively. The service 
transactions deficit widened by 19 per cent 
to $440 million mainly as a result of an 
increase of $70 million in net travel pay- 
ments. Earnings on the travel account dipped 
by 8 per cent to $288 million an amount 
equal to that of the fourth quarter of 1969 
and the lowest level for the year while 


MERCHANDISE TRADE BALANCE AND PERCENTAGE 
QUARTERLY CHANGES IN EXPORTS AND IMPORTS 


MILLIONS OF (SEASONALLY ADJUSTED) 
DOLLARS [_ | 
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TRADE BALANCE 


[eat ee ih ai At | on ee expenditure abroad by Canadian residents 
pee ecm EXPORTS = rose 13 per cent to another high of $396 
hee “ ee = million. An impressive increase of 22 per 
Gee cent in receipts of interest and dividends 
NR i eg ae fee ee cal hme eee ee Le erie Ea which went up to $150 million was, however, 
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overshadowed by an 8 per cent rise in pay- 
ments to $397 million. A 6 per cent reduc- 
tion in the deficit on "other service trans- 
actions" was offset by the decreases in the 
balance on gold production available for 
export and on freight and shipping. 


On transfers, slightly enlarged balances on inheritances and migrants' funds and personal and 
institutional remittances were offset by the substantial increase in official contributions which more 
than doubled to $69 million. The deficit on transfers therefore soared to $42 million, which is four 
times the average deficit over the previous nine quarters. 


Transactions by Area 


In transactions with the United States in the first nine months of 1970, with total current | 
receipts climbing by 8 per cent to $10,451 million and payments rising only 3 per cent to $10,616 
million, the current account deficit dropped by about 75 per cent from the first nine months of 1969 
EOP So L6D>emi ivont: 


This overall improvement in the balance with the United States was brought about by a dramatic | 
change in the trade surplus which, with exports rising by 8 per cent to $8,149 million and imports 
increasing by 2 per cent to $7,532 million, reached $617 million, nearly four times the level in the 
same period last year. The slowdown in the rate of growth of exports to the United States reduced the | 
relative share of Canadian merchandise exports destined for the United States market from 70 per cent 
last year to 65 per cent this year, and arose mainly from the lacklustre performance of the United 
States economy this year. The increase in merchandise exports was mainly concentrated in the crude | 
materials group of commodities with increases in iron ore and crude petroleum and natural gas totalling | 
about $236 million. There were smaller increases in shipments of nickel, fertilizers and motor vehicles 
and parts. Exports of motor vehicles and parts were dampened by the effects of the General Motors 
strike which began in September. Lumber exports declined by some $115 million. 


The non-merchandise deficit was virtually unchanged from the first nine months of 1969. Im- 
provements occurred in the travel and freight and shipping accounts, however, with payments of interest | 
and dividends increasing by 21 per cent to $908 million, net interest and dividend payments rose by 
$111 million to largely offset these improvements. In addition gold production available for export 
which is conventionally credited to the United States account declined by 15 per cent to $73 million. 


If the credit representing gold production available for export is excluded, Canada's current | 
account surplus with the United States in the third quarter of 1970 was $200 million. Capital movement: 
between the two countries produced a net capital outflow of $208 million as inflows of capital in long- | 
term forms of $210 million were overwhelmed by a short-term capital efflux of $418 million. In sun, 
these transactions with the United States gave rise to net payments by Canada of $8 million. 


With the United Kingdom in the first nine months of 1970 total current receipts rose by about 
28 per cent to $1,574 “million while total payments increased by some 3 per cent to $1,037 million. 


The current account surplus therefore, more than doubled to $537 million from the corresponding period 
of 1969. This increase was wholly due to the widening in the trade surplus as, on non-merchandise 
transactions, there was an increase of 63 per cent in the deficit to $31 million, mainly due to in- 
creased travel payments and reduced dividend and immigrant receipts. 


Merchandise exports increased by 31 per cent to $1,118 million raising the share of the United 
Kingdom market by 1 percentage point to 9 per cent of total Canadian exports. Merchandise imports fell 
_ by about 9 per cent to $550 million. Increased exports of iron ore, aluminum, lumber and chemicals 
accounted for about three quarters of the increase. Besides being influenced by generally buoyant 
conditions in the United Kingdom and in certain United Kingdom export markets and by a rebuilding of 
some inventories following the 1969 suspension of supplies as a result of strikes in Canada, exports 
_were assisted by reductions in the rate of import deposits which by September 1970 had been reduced to 
/ 20 per cent. The level of imports from the United Kingdom could have been affected by the July dock 


strike in the United Kingdom which created a backlog of shipments which by the end of September might 
not have been completely cleared. 


st_ 0: = Li total receipts went up by 19 per cent to $778 million and 
total payments by 13 per cent to $674 million. The current account surplus therefore rose by 76 per 


cent to $104 million. The merchandise trade surplus nearly tripled to $126 million as merchandise ex- 

| ports rose by 26 per cent to $582 million while imports increased by only 10 per cent to $456 million. 

| There were rises in commodity exports to India, South Africa, Australia and Pakistan. About three 
fourths of the increase in exports was concentrated in the fabricated materials group. 


As a result of an increase of 21 per cent in non-merchandise payments to $218 million princi- 
pally on account of larger travel expenditures and official contributions and a marginal advance of 
only 3 per cent in receipts to $196 million, the non-merchandise balance swung from a surplus of $11 
million in the first nine months of 1969 to a deficit of $22 million in 1970. The balance on travel 
deteriorated by $12 million while official contributions rose by 21 per cent to $86 million. 


With the OECD (Europe) group of countries the current account deficit dropped markedly to $53 
million from $234 million in the comparable period of 1969. Corresponding with increases of 31 per 
cent in both merchandise exports and non-merchandise receipts, total current receipts advanced 31 per 
-cent to $1,445 million. Total payments rose by 12 per cent to $1,498 million as merchandise imports 
|Tose by only 7 per cent to $866 million and non-merchandise payments by 20 per cent to $632 million. 
The increase in exports was spread widely with Austria being the only country in this group to which 
a rise was not recorded. Increased exports to the European Economic Community, with the Netherlands, 
Belgium and West Germany leading the way, accounted for about 85 per cent of the total increase to this 
\group of countries. The main increases in exports were recorded in nickel, iron ore and copper. In- 
creased imports came mainly from Sweden, West Germany and Finland. 


On non-merchandise transactions, travel and the "other services" item, mainly miscellaneous 
income transactions, accounted for the 12 per cent widening in the non-merchandise deficit which rose 
to $345 million. The increases in the deficits on these two items amounting to $50 million, were 


partly offset by improved balances on interest and dividends, freight and shipping and inheritances 
and migrants' funds. 


With Other Countries, the strength in merchandise exports accounted for the reversal of the 
current account deficit of $31 million for the first nine months of 1969 to a surplus of $332 million 
‘this year. Merchandise exports rising at a rate of 41 per cent surged to $1,502 million. Exports to 
Japan showed an increase of $130 million mainly in metals, coal, rapeseed and lumber. The U.S.S.R. 
followed with an increase of $90 million which consisted mainly of wheat shipments. There were increases 
in exports to other countries including Cuba, China, Mexico and Venezuela, Poland, Brazil, the Dominican 
Republic and the United Arab Republic. Merchandise imports increased moderately by 7 per cent to 
$1,078 million. There was a substantial increase of about 20 per cent in imports from Japan while 
imports from Mexico were down by about 24 per cent. 


| Within the non-merchandise section, where the deficit increased by about 10 percent to $92 
nillion there were relatively large partially offsetting changes on individual items. The increase in 
the deficits on travel, on "other services", mainly miscellaneous income payments, and in official 
contributions amounted in total to $64 million which is an increase of 58 per cent over last year's net 
oayments on these components; these increases were partly offset by improved surpluses on interest and 
lividends, freight and shipping and inheritances and migrants' funds amounting in all to $61 million. 


Total current and capital account transactions by Canada with the United Kingdom and other 
overseas countries in the third quarter of 1970 resulted in net receipts by Canada of $212 million. 
‘he continued strength in merchandise exports described above was the principal factor in producing a 
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current account surplus of $246 million. Capital movements between Canada and these countries led to 
a small outflow of $34 million. A net outflow of $57 million for capital movements in long-term forms 
was partially offset by a small inflow of short-term capital mainly occasioned by a reduction in Cana- 
dian holdings of foreign currency held overseas. 


Capital Movements 


The net movement of capital between Canada and other countries in the third quarter gave rise 
to an outflow of $242 million, a swing of $777 million from the second quarter inflow of $535 million. 
As in the previous quarter several of the items showed substantial quarter-to-quarter changes. Capital 
movements in long-term forms led to an inflow of $153 million compared to a small $11 million outflow 
in the second quarter. There was a change of $941 million in short-term capital movements to produce 
an outflow of $395 million following an inflow of $535 million in the previous quarter. The continued 
strength of the current account, particularly the merchandise trade sector more than offset the net 
capital outflow to produce an increase in Canada's net official monetary assets totalling $226 million 
in the quarter under review. 


Sales of Canadian new issues to non-residents at $304 million, up almost $100 million from the 
second quarter, were again a major source of net inflows. Sharply reduced outflows were recorded for 
the retirement of Canadian securities following the increase in the second quarter occasioned by the 
advanced redemption of some Canadian government lire debt. Among changes which had a negative effect 
on the inflow balance were a swing of about $100 million in the balance from trading in outstanding 
foreign securities to a net outflow of $20 million and a $45 million decrease in the inflow for direct 
investment in Canadian concerns to $110 million in the quarter under review. The effect of adjusting 
actual long-term capital inflows to reflect the timing of security offerings is given in the accompa- 
nying statement which shows that deliveries were in excess of offerings by $92 million during the 
quarter. 


Capital Movements in Long-term Forms The net outflow of $395 million 
ee Se eh Oe Ow +. ae, alsa arising from capital movements in short- 
Adjusted to term forms in the third quarter resulted 
‘ Actual reflect timing in a swing of $941 million from the second 
Period ; ; 
movement of security quarter inflow and represented a return | 
Se Seer? 1 es offerings to the direction which had become normal 
millions of dollars in recent quarters for the aggregate. | 
The most prominent transaction was an | 
OO Cee te race ie iets + 1,654 20S increase in the outflow bolstering foreigr, 
UO GOR are erete teens Sp PAW ADi 2 LS currency holdings abroad by $437 million. | 
This movement was augmented by drops in 
1969 Ue Oe 636 te iol) + 585 the inflows recorded for foreign invest- 
TOs ee a +9) 22 ment in Canadian finance company paper 
LIE Oi) oe + 596 + 448 and "other short-term capital transac- 
EY (Ol tect + 569 + 553 tions" and a swing of $114 million in 
transactions associated with other Cana- 
1970 TORT. fare ap a)5)5) ap BESS dian finance company obligations as non- 
TEAO) seater - 1b - 119 resident disinvestment led to net outflow: 
AIL LO) cee A + 153 + 61 of $40 million. 
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The net spot holdings by Canadian chartered banks of foreign currency claims (excluding gold) 
on non-residents rose on a transactions basis by $180 million in the quarter while those with Canadians | 
fell by $348 million to produce an overall decrease of $168 million. 


Claims on residents of the United States and overseas countries rose by $249 million and $82 
million, respectively. Liabilities to residents of the United States fell by $55 million while those 
to residents of overseas countries rose by $206 million. Foreign currency claims on Canadians increase. 
by $144 million while liabilities to them climbed by $492 million. The decrease of $168 million in the 
Canadian banks' net foreign currency assets reflected an increase in net assets of $304 million with 
residents of the United States and reductions of $124 million and $348 million with residents of over- 
seas countries and Canadians, respectively. The overall effect of these transactions on the balance | 
of payments is measured by the increase in the net asset position vis-a-vis non-residents which led to 
a net outflow of $180 million. This figure cannot be indentified separately in the balance of payments 
presentation in this report but forms elements of several of the items. | 
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Direct Investment 


The net capital inflow in long-term forms for direct investment in Canadian subsidiaries 
affiliates and branches of foreign companies in the third quarter of 1970 amounted to $110 million a 
drop of $45 million from the inflow recorded in the second quarter but significantly higher than the 
$79 million inflow of the corresponding quarter of the previous year. The net inflow from the United 
States amounted to about half the total while that from Continental Europe reached 35 per cent. Com- 
panies resident in the United Kingdom contributed most of the remainder, As in the previous quarter, 
petroleum and manufacturing enterprises received the bulk of the net investment. Net capital flows 


covering new capital formation and normal working capital requirements amounted to about 75 per cent 
of the total in the quarter. 


Transactions affecting long-term Canadian direct investment abroad during the quarter resulted 
in a net capital inflow of $20 million. This inflow is in sharp contrast to the net outflows of $150 
million and $15 million recorded for the first and second quarters, respectively. 
icant was the liquidation in August of a major direct investment in the United King 
Breweries Limited which more than offset the modest net outflows to the United Stat 
Europe, and all other countries. 


Particularly signif- 
dom by Canadian 
es, Continental 


Security Transactions 


Portfolio security transactions in the third quarter gave rise to a net inflow of $171 million. 
This represented a $232 million shift from the second quarter outflow of $61 million. The main factors 
in this change were significantly increased inflows from the sale of new Canadian issues abroad and a 
reduction in outflows for the retirement of Canadian securities held by non-residents, Net purchases 
by Canadians of outstanding foreign securities resulted in an outflow of $20 million, a swing of over 
$100 million from the second quarter inflow. Investor confidence in North America increased throughout 
the quarter after dropping to a low ebb in June which coincided with the Penn Central bankruptcy in 
the United States. Steady if unspectacular gains were registered in trading on stock exchanges, and 
monetary policy in both Canada and the United States eased slightly. 


New Issues of Canadian Bonds Sold to Transactions in Canadian securities 
United States Residents were responsible for net inflows of some 
$201 million. New Canadian issues sold 
Period Offer- De- Unde- abroad reached $304 million. While mar- 
_ ets 19g.) ie liveriese,) Livered(1) kedly above the second quarter figure of 
millions of dollars $208 million, inflows from new issues of 
Canadian securities were significantly 
M908 85. 6 eal 1,884 14335 923 less than in 1969, when the annual total 
aa Lyl49 1,288 784 was over $2 billion, and third quarter 
inflows were $565 million. Bond yield 
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aii volatis 246 394 800 the year, and especially in the second 
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I ae aa 361 420 p25 ence upon capital inflows was the federal 
AAT OM aceyaes 26 134 617 government's suggestion late in the second 
ETO) 5. is 189 281 a25 quarter that funds to be raised from se- 


curity offerings should be sought ini- 


(@) At end of period. tially in Canada. Conditions producing 


a certain amount of slack in the economy 
were also a factor in lessening the port- 


folio capital inflow, as foreign purchases represented only 11 per cent of gross Canadian new issues in 


, the second quarter of 1970, and 14 per cent in the third, compared with 29 per cent in the first three 
months of the year. Provincial governments and their agencies were active in the sale of new issues 


abroad, accounting for $186 million, or 61 per cent, of all foreign purchases in the third quarter. 
This was an increase of over $100 million from the second quarter inflow of $62 million. With the 


_ @xception of municipalities, new issues of bonds and debentures were close to the second quarter levels 


in all other sectors. Municipal issues abroad dropped to $5 million from $20 million in the previous 
period. Issues abroad of Canadian equities of $11 million in the third quarter compared with $8 mil- 
lion in the second quarter. Inflows from new issues sold abroad came almost exclusively from the 


United States — some $292 million. 


om 


Outflows for the retirement of Canadian securities held by non-residents returned to more normal 
levels following the second quarter surge, when the federal government redeemed a large Italian currency 
note. Retirements of $49 million in the third quarter compared with $239 million in the second quarter 
and $53 million in the third quarter of 1969. Retirements of provincial and corporate bonds were also 
substantially less than in the second quarter. 


Transactions in outstanding Cana- 
dian securities led to net outflows of 
$54 million. Repatriation of Canadian 
issues, although occurring throughout the 
quarter, continued at less than half the 


PORTFOLIO SECURITY TRANSACTIONS second quarter rate. Reduced net purchases 
MILLIONS of Canadian securities were most noticeable 
DOLLARS CANADIAN in equity transactions, falling to $37 

OO ees million in the third quarter from $83 mil- 
l lion in the previous period. 
300 
Roos A pattern of net sales by Canadians 
of outstanding foreign securities was 

360 = reversed during the third quarter, as suc- 

Y cessive inflows dating back to October 1969 
200. oY V ZY : gave way to a quarterly outflow of $20 

Z / million. Gross trading in August dropped 

100 —Y —Y Uj to the lowest level since November 1966, 


then mounted sharply in September as 
stock prices continued to rise with few 
violent oscillations from a low in May. 


Outflow 


Outflows from the sales of new 
foreign securities to Canadians rose to 
FOREIGN $12 million during the quarter, compared 
with $5 million in the previous period. 
Inflows for the retirement of foreign 
debtor securities were $2 million. | 


The quarterly inflow of $171 mil- 
lion was comprised geographically of in- 
flows of $178 million from the United 
States and $3 million from European coun= — 
tries other than the United Kingdom, which 
were partly off-set by outflows of $8 
million to the United Kingdom and $2 mil- 
lion to all other countries. In the nine 
months ending September 30, 1970, port- 
folio transactions with non-residents | 
resulted in inflows of $671 million, made | 
up of inflows of $667 million from the United States and $77 million from the United Kingdom, off-set 
in part by outflows of $65 million and $8 million to other European countries and all other countries 
respectively. 


Other Capital Flows in Long-term Forms 


Disbursements by the Canadian Government under intergovernmental loan programs rose almost $2 
million to over $34 million in the third quarter of 1970 — all under the development loan program. 
Geographically more than 80 per cent of the disbursements went to Commonwealth countries in Asia. In 
addition Canada increased its subscription by over $1 million to an international investment agency. 


Transactions during the quarter arising from the financing of medium and long-term export cred- 
its extended from Canada directly or indirectly at the risk of the Government led to a net capital 
outflow of $60 million, an increase of $26 million from the preceding quarter. Higher advances for the 
purchase of wheat by Latin American and Middle Eastern countries contributed largely to the increase in 
disbursements. In addition advances for wheat sales to Sino-Soviet countries and the purchase of other 
commodities by Latin American countries continued at a high level. 


a Loe 


Export Credits(1) Extended Directly or Indirectly at Risk of the Government of Canada 
a eS ee be 


Year Wheat Other commodities 
and ea’ ce SS SS Sa oe ee eee Total 
quarter = Repay- Ad- Repay- 
vances ments sake vances ments Nee 
millions of dollars 

BOOM te 05s s ols Gelb, ate aaete = 145 eeeela/ Seayiz - 88 ae (655) - 43 apes, 
6S 6 en oo 6's ARO D - 101 sje oh IS, + 18 - 76 + 49 - 27 - 9 
1969 TOR ar eohederelcrs =e (25 + | 120 - 5 - 20 eal - 8 - 13 
ICdE Oe es Fan. Soe Reece Be OW) Sa 2S - 24 - 17 = - 6 - 30 
INTO Pee 2 el =r sls see. qe i. - 22 see 15) - 7 ey 
EVO! ae j =— 19 ee 2 ae SYS - 17 stl - 6 an 2aul 
1970 UROF Aer ER GIL. « - 29 a 40 See Thi - 17 + 18 + 1 + 12 
aT Owe Rise Abansisttayielbs =< 42 a AAG) - 16 = 2 + 14 - 18 - 34 
IIL QS Fs Ae Bee oe - 63 ar Sull - 32 - 40 + 12 - 28 - 60 

(1) Medium and long-term. = “} isi 


The remaining capital movements in long-term forms, which include bank and other long-term loans, 
mortgage investments and movements of insurance funds, led to a net outflow of $53 million compared to 
an outflow of only $4 million in the second quarter. Reductions in United States long-term bank loans 


to Canadians and increases in repayments to European banks were responsible for the increased outflow 
compared with the previous quarter. 


Capital Movements in Short-term Forms _ 


Non-resident holdings of Canadian dollar deposits rose by $5 million in the third quarter. 
Residents of the United States accounted for an increase of $36 million while residents of the United 
Kingdom and all other countries decreased their holdings by $7 million and $24 million, respectively. 
Government of Canada demand liabilities in the form of interest free demand notes issued to interna- 
tional investment agencies increased by $1 million in the third quarter of 1970. Non-resident holdings 


of Canadian treasury bills dropped by $44 million in the quarter largely due to disinvestment by an 
international investment agency. 


Canadian holdings of foreign 
currency bank balances and other short- 
term funds abroad rose by $437 million 
compared to an increase of $5 million 

during the second quarter. Net outflows 

PRIVATE Haley She ee HOLDINGS to the United States and overseas coun- 
5,000 -— tries other than the United Kingdom 
amounted to $415 million and $183 mil- 
lion, respectively, while net inflows of 
$161 million occurred from the United 
Kingdom. Canadian holdings of swapped 
deposits increased in the quarter by 
about $450 million to $1,732 million. 

An increase by Canadian residents of their 
ey holdings of foreign currency bank balances 
and other short-term funds abroad held 

1963 1964 1965 1966 1967 1968 1969 1970” through the Canadian chartered banks was 
niga neadss accompanied by smaller outflows to build 
— up balances held directly abroad in 
foreign banks. 


4,000 


3,000 


2,000 


Transactions by non-residents in 
Canadian money market instruments in the 


hal ee 


third quarter led to considerably lower net inflows of funds from abroad than those occurring in the 
second quarter. International trading was active as the market reacted to the floating of the Canadian 
dollar. After the dollar was freed from its fixed exchange rate on June 1, the forward rate moved to 

a substantially larger premium. Yields on finance company paper remained generally higher in Canada 
than in the United States, and in conjunction with the premium on the forward Canadian dollar which 
existed throughout the quarter, appear to have given rise to some movements of arbitrage capital. 


Transactions in finance company paper reached a relatively high level. At $75 million, however, 
the inflow was almost $100 million less than in the previous period. Geographically, inflows of $22 
million, $23 million, and $30 million arose from transactions with residents of the United States, 
United Kingdom and other countries (including international institutions) respectively. 


Non-residents reduced their holdings of Canadian commercial paper by $20 million. Transactions 
with United States residents gave rise to a net outflow of $21 million. Gross transactions fell from 
the levels registered in the first half of the year, reflecting to some extent the decline in both 
Canada and the United States of total commercial paper outstanding following the Penn Central débacle. 


Transactions in other short-term paper, which includes notes of banks, mortgage loan companies, 
and municipal and provincial governments, gave rise to a net inflow of $18 million, compared with an 
outflow of $29 million in the second quarter. Gross transactions were up from the second quarter, as 
investors may have preferred to place their funds in these relatively low-risk securities rather than 
in other types of paper. 


There was a net decrease in non-resident claims on Canadian finance companies in the form of 
bank loans and inter-company accounts totalling $40 million in the third quarter. All other transac- 
tions in the quarter led to a net capital inflow of $47 million. Identified items indicate that 
substantial inflows arose from a relatively sharp increase in short-term foreign currency bank loans 
obtained by Canadian residents and an increase in inter-company accounts payable. A rise in accounts 
receivable produced the most prominent identified outflow which was, however, considerably smaller 
than the balancing item representing amounts which have not yet been identified. 


Official International Monetary Assets and Liabilities 


Canada's net official monetary assets increased by US $221 million during the third quarter to 
US $4,553 million, a high rate of accumulation considerably below those observed in the preceding two 
quarters. Holdings increased in July and August but there was a small decline in September. The July 
increase partly reflected foreign currency purchases carried out under commitments which were out- 
standing at the end of May when the Canadian dollar was unpegged. 


Holdings of United States dollars increased by US $135 million to a record level of US $2,905 
million while those of other convertible currencies fell by US $4 million to the equivalent of US $13 
million. 


Canada's reserve position with the 
International Monetary Fund totalled US 


NET OFFICIAL MONETARY ASSETS $574 million at the end of September, an 
pure ttiebiONs OF increase of US $51 million for the quarter. 
5,500 — Drawings of Canadian dollars accounted for 
a rise of US $87 in Canada's net position 
which was partially offset by sales of 
4,500 + Canadian dollars to the IMF for Special 


Drawing Rights of US $36 million. 


5,000 |- 


4,000 |- 

3,500 L Holdings of Special Drawing Rights 
ie increased by US $38 million to the equiva- 

3,000 lent of US $181 million at the end of the 


quarter. The bulk of the increase was due 
to the sale of Canadian dollars for Special 
sare Drawing Rights mentioned above. 


2,500 


O 
bro WAV ok on dow 6 oa IVa Canada's official monetary liabil- 


Pete eo oy ieee ities dropped from a level of almost US $1 
million to a negligible amount during the 
quarter. 


ES he 


The total of the above transactions provided for an overall increase in Canada's net official 
monetary assets in the third quarter expressed in Canadian dollars of $226 million. 


The spot value of the Canadian dollar on the foreign exchange markets has shown marked appreci- 
ation since it was freed at the end of May 1970. The spot rate for the Canadian dollar closed the third 
quarter at 101.84 cents for US $1.00. During the month of September the Canadian dollar traded in a 
relatively narrow range between 100.31 and 102.13 cents for US $1.00. 


The forward Canadian dollar for delivery in 90 days has sold at a premium since April of 1970. 
The premium reached a peak of about 1.25 per cent (rate per annum) in June after the unpegging of the 
dollar and then fell to average about 0.6 per cent in August and September. 


United States Dollar in Canada Pound Sterling in Canada 


7 i 2 i th 29>? i oa a Ge a ee ee ae eee ee eee 


Period High Low Close hee High Low Close os 

average average 
Canadian cents Canadian cents 

PERO OM Secs ale take 109.00 LOW 25 MO eas: NOV es 5 262263 ZED 2D 202 257. Oe 
DOD) A See oe ee OSs 25 107225 LOFa23 107.68 258.89 Zaoui e PPA SSNS) 257239 
1969 TO) chs ty oh 107.84 LOW25 107.66 107.46 259.05 2 Te 257.02 256,83 
AT SO) oe ei oie 108.16 107.50 108.09 107.76 258.62 250,52 25S cee, 2 oS 
DU OM ser LOS. 25 LOW, 66 107.91 107.90 258.89 256.38 Zope 2 mee 
TSO 8, Bee 108.06 107.28 107.28 107.60 258.27 DSitaeD 25a DS 25) 305 
1970 TIO Ata HOTS 38 LOvm25 LOW G25 107.28 258.42 226 2D Orel: 257 ROO 
ONS See VOW S47. 102.56 WOSeAae: OGRE DEX) 3 355 246.03 247.76 Dot o 2. 
Tel AO etek 103.59 LOO. 101.84 OZ Si. 247.78 239.33 243.19 244.35 
LS ee ee 103359 102.56 102,56 103.20 DUET Tits PRES AIL LES IN 246.70 
BO UST 2). 5 se Lae 102.66 LOLS56 LOT su WO2ZEZ 245.44 PUEDES] 242.64 243.89 
September ...... OZ LS OO orE 101.84 101.59 243.66 2395 243.19 242033 
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TABLE 1. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS (1) 


Current Account 


Item 
Current receipts 

Merchandise exports (adjusted) (2) ..... Srateyers. sisieneys a eleb aye isha2 eres 

Service receipts 
Gold production available for expOrt ..<.cceesccsenees oes 
WWeEKKL Congo s cea os A OOO nano Aas AOCOH AS ADOC O Mekaiare (eters 
Mmbenesteande aint Cen dsm cuss tetsio chaletelelcteleiorskes sietebaten iol aietsicisictere c 
Freight and shipping ......... ieistateliotele ia'’= SAO OO QOS COD OCR OROOD 
Other senusice DECEUpPES Ma stelomalalspotetstelehels tereters ay aay eie aha. o; eNatalleox eWons 
Total service receipts ........ aierenchshetehetetatKeroteke obo ane 
Sub-totals, exports of goods and services ............ 


Transfer receipts 
Inheritanees and immigrants)’ fund's’ 2... 1010 :se o\sislclslc.6 viele sicivie's 
Personal and institutional. remittances (3) acters « clerulete seis 


Total curnent) receipe cic eels e Wie roiotetors elsvovetotelaieiotalete 


Current payments 


Merchandise imports (adjusted) (2) ....... Sonn eebaAcoD 1G OO OOS 


Service payments 


IEEE So Aas oon ood poOK OnON OO Sa oO SRE OO aH plates vetetel ootenetalekenc ists 
Interest and dividends ..5.2..... COUDII KO SOOMCCODADUaIOOC DS 
Brepeht sand eishtip pit Gs eietens ey alsiclo sleep ieustelolevalaleteleFehorelcleleneto at lets ts 
Other service payments ....... shale oiecsiiatoholevenenerets etelleccuene Shewekolarst 
Total service payments ........ccccescrcscce dodiaon Gogeo st 
Sub-totals, imports of goods and services ......-.--.- 


Transfer payments 


Inheritances wands emieranes! ekurdicmerc scleisislel one ater sleralel teeters cee 
Personal and institutional remittances(3) ........-2+0- Sa0 
Official contributions, (erste BOGOCRO RO OOGOT aVokereheleloberencls 360 

Total vcunnrenitapaymenteswe sere erste ieles cterterctecns se) sielelelelsiele 


Current account balance 


Merchandise trade ....... Bi nO YOO O SOO CUB Oar Con DCO O O00 GO 


Service transactions 


Golid production) available for exports ssi ocls/s steele elevates obsiore 
Travel ve siete eiatoleistste renee ota elatelotoedelelststerstetretere AIC OTL OORICOIIAS OC 
Interest and dividends ......... aicieterelenatene Deheketetoretenclonetetercigiers 
Preieht and ‘shipping eicccsiacle </sts bi, SA DOEO OAUOOROOe are aleletelene ‘ 
Other service transactionscc...,.cve cteeicre os) ele leueiete ote wie ceietetonerare 
Balance on service transactions .......... sielolereoletaleiets 

Balance on ;goods sand) Services). se1elerraeeiestelets sisi sialelalerete 

Net transers) © ssc sis sts aletel sislelsictere BO OD OL OD COMO EHO Q00008L A 
Total current account) balance <.sace se sar oietovele akekere: te 


Data for 1968 are mostly final, those for 1969 and 1970 are preliminary. 
Trade of Canada figures with certain valuation and timing adjustments appropriate 


33017 


2,754 


216 
280 
194 
358 

1,048 


3,802 


48 
38 
14 


3,902 


+ 263 


=? Zi); 


millions of dollars 


SWS EVAY Sho 


27 
230 
82 
226 
PANS 
778 dis 
4,310 4, 
99 
24 
4,433 |} 4, 
2 LAO ees 
246 
304 
240 
359 
TygaW2G) |! ahs 
4,289 4, 
Bg) 
36 
40 
4,418 | 4, 
te BP + 
+ 27 | + 
- 16 + 
Ieee) - 
si BWA = 
- 146 - 
- 371 - 
+ 21] + 
- 6] + 
+ 15] + 


for balance 


321| 3,667| 3,467| 3, 


32 28 3L 
539 128 86 
82 27 88 
236 238 203 
210 209 2D3) 
099 725 661 


420} 4,392] 4,128) 4, 


131 85 62 
24 24 22 


STS ~ ASSOL 1) 745.21 25|( ae 


859} 3,409] 3,226] 3, 


Sii> 107 268 
288 387 298 
244 253 207 
354 370 385 


261 US Keil LS US Shi ie 


120) |) 45590) | 245 3S4sieeoe 


56 a2 40 
36 38 45 
50 29 16 


262| 4,709 | 4,485] 5, 


462°] =F 258" ee 2G 


32| + 281 + 31] 4 
164| - 43] - 182] - 
206 |= 265.) ale 

Si i= 25 pele eee 
144 | - 161 |] - 132] = 
162| - 456] - 497| - 
300} - 198] - 256] - 

13 | =! 20) =o 
313 | = 208 | ~ 273] - 


of payments - see Table 
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TABLE 1. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS (1) 


Current Account 


Four quarters 
ended 
III Q 1970 


Acct. Line 
No. No. 


3,545 4,053 3,936 4,525 4,048 13,657 14,874 


1 

27 22 25 26 22 120 108 2 
581 157 107 292 641 978 1,074 3 
85 129 L12 121 123 353 414 4 
235 Dai 234 270 274 891 936 5 
268 281 296 303 315 840 1,062 6 
1,196 846 774 1,012 1375 Bedoe 3,594 7 
4,741 4,899 4,710 SWIS7 ys 16,719 18,468 8 
109 92 72 101 122 370 363 9 
23) 23 24 24 25 95 91 10 
4,873 5,014 4,806 5,662 5,570 17,184 18,922 11 
3,303 Be 52 3,303 3,862 S15 Sula 12,162 13,987 12 
476 207 299 373 552 1,008 1,292 4 13 
294 435 388 352 353 1,259 1,345 5 14 
DSi 266 225 262 265 931 991 6 15 
397 416 431 428 431 1,441 1,588 1,706 |(part)11 | 16 
1,418 1,324 15343 12445 1,601 4,639 5,216 5,683 17 
5 Pak 5,076 4,646 SD 4,918 16,801 19,203 18 
58 52 42 49 62 209 194 205 7 19 
42 43 46 | 48 43 148 (2: 180 |(part)11 |] 20 
46 33 31 42 79 133 144 185 9 21 
4,867 5,204 4,765 5,416 5102 Al 19,713 20,487 12 22 
+ 242 + 301 + 633 + 663 + 731 Fee 375 + 887 23 
+ 27 + 22 + 25 + 26 ribs 2D) + 120 + 108 24 
+ 105 - 50 - 192 - 81 + 89 - 30 - 218 25 
- 209 - 306 - 276 - 231 = 230 - 906 - 931 26 
- 16 - 9 + 9 + 8 + 9 - 40 - 55 27 
- 129 - 135 - 135 - 125 = AG - 601 - 526 28 
- 222 - 478 - 569 - 403 ~ 226 - 1,457 - 1,622 29 
+ 20 = ley) + 64 + 260 + 505 - 82 = 735 30 
- 14 = 713 = °93 - 14 = yy = 25 = 56 Su 
+ 6 - 190 + 4l + 246 + 468 == “107 - 791 32 


(3) Personal and institutional remittances include pension payments. Prior to 1 Quarter 1970 publications, the total of this 
line was included in "all other current" transactions. 
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TABLE 1. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS(1) - Concluded 


Capital Account (4) 


Line Acct. 


Item 


millions of dollars 


Direct investment (5) 
i CALA a tstavatslets ts ele el siete : ay S|) a ee) + 137)| Ee E757 pet boo 233, 
AD GOAC  vekevelcvevels seve é é - 88] - 6.0 = 20) Fa = ne - 103 


Portfolio transactions 
Canadian securities 


Outstanding bonds .. =~ 559 =a lol = DSU CP Jat cian = 6 
Outstanding stocks .... +) U6) + 345)55+ LOM) FEW Saat Se B37 + 44 
New issues . +403} + 708] +440} + 366] + 616 + 516 
Retirements ...... - 139] - 135| - 39} - 118] - 84 - 124 
Foreign securities 
Outstanding issues . =) 72) v= 125 |= 21S | f= TOS) gO <7) 856 
NEE SEGHSS Gosoouanoor : = 523 =| $101} = 15 W229 = - 21 
Retirements .... aie HO dowONS +) LOU =e 9 + 3 + 8}  7LL + 19 
Loans and subscriptions - Government of Canada 
Advances ... eee : 5 - 10] - Sy = 16) Sa 2aa t= ie - 43 
Repayments .... eietene : c an + 2) + 2 oe ft - - + 2 
Columbia River Treaty .... : Svateteleta¥esel’s = - - + 388 - - 
Export credits directly or indirectly at risk of the 
Government of Canada + 5455 - 3S - 9 = 05 = 5.15 - 30 
Other long-term capital transactions . cS era 4) 200) oe 58) 2 eee Sill - 56 + Sil 


Balance of capital movements in long-term forms 
(Lines 33-46), 6 .a:0¢.i see Ssiewle ws sv 69 vars clabbinlen nls alate oetleteaiots af) 2 ty eOO Tne o/ Qoninmr ts 7) si Wma me ata uae ces + 532 


Resident holdings of foreign bank balances and other short- 
term funds abroad .... SUGOOROOOUCOO MACOS OO COME - 99} + 10} - 170} - 142] -- 156 - 568 


Non-resident holdings of Canadian: 


Dollar wdeposutcm teres aller crates stars state aiotenene c A “E EES)| 942) fet 4 eat ae 25 
Government demand liabilities ... - Gi t= SP” Ei eee 27a aa 2 - 30 
Treasury bills .. 4 + 23 Di) se SV BSE item - 10 
Commercial paper ...... ; : , - - +a 12: > SD Se) sae Gees) 
Finance company paper .... A Hoot . =< O60 = eso: - 37 - + 159 + 71 
Other short-term paper . F : a7 | = | Pe eo = 2e 
Other finance company obligations é preiete - 6] - A eral edie Ge 226! + 26 
Other *short-termtcapital transacesonsi(O) erties) sleterelolotelstetetonenenstete - 571| - 97] - 332] +178] - 348 + 230 
Balance of capital movements in short-term forms 
(ines 4856), tatele\clete vets stetels stoteleleia cl oietetsicietelecrercter eR vereeetorete = 702| - 1440), -9524) 40172) )=3325 - 252 
Total tnet capi talsjbal ance vearyeccrsicieie: ccclotoie st oh far cnatel roreietoreieeetere =. 537 |. + 605)|" e= 151] ) 539") 9-2 1235 + 280 
Allocation of Special Drawing Rights .. AOD eee eee ove eee see 
Net official monetary movements (7): 
Official international reserves ....+.«- - 495} + 486| + 28] +331] - 38 - 54 
Official monetary liabilities .... - 269} + .-134| + 134 = = 5 
Net official monetary assets seis - 764] + 620} +162] + 331 - 38 - 54 


(4) A minus sign in Accounts D and E indicates an outflow of capital from Canada and represents an increase in holdings of 
assets abroad or a reduction in liabilities to non-residents. 
(5) Exclusive of undistributed profits. 
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. TABLE 1. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS(1) - Concluded 


Capital Account (4) 


Four quarters x 
1968 1969 Acct Line 


ended 


millions of dollars 


D 
+ 79 + 187 + 200 + 155 + 110 + 590 + 655 + 652 1 33 
= 25 - 75 - 150 Seals 20 - 225 = 255 - 220 2 34 
4 iD & 2 + : = x ao iy - 70 + 2 - 36 Set |) S35 
mee Ue Ss yah = aa - ae = Oy + 114 F ys - 148 32) e356 
+ 555 + 370 a . A aco + 304 + 1,917 + 2,067 + 1,417 4 37 
Bt 33 Pig oo i si - 49 =P 43 qi - 396 - 510 5 38 
65 + 105 ote i % 0 = 420 + 114 + 283 6 39 
=. 5 EG = : = : = 1 - il - 43 - 28 7 40 
D + 3 cts + 2 30 + 35 + 9 8 41 
545 oD) = 25 = 5? =. 38 = 78 39 =~ 139 9 42 
- 20 = 7 3 5 Be ve 27 10 43 
- + 32 = rs - + 88 + 32 + 32 ial a4 
re a 27 2 = as = 60 fe 29 = 9 = 55 Ws 45 
i a8 + 82 + 57 - 4&4 ao 55) + 182 + 69 + 82 13 46 
+ 596 + 559 EOD - 11 + 153 + 1,654 + 2,257 + 1,366 |E 1 47 
Olt - 259 + 206 a & - 437 = Xi - 1,604 = =495 aD Lek ales 
- 4 + 50 + 31 + 36 un 5 + 70 + 60 + 122 14.1 49 
+ il - 3 - 2 + 27 + 1 + 21 - 34 + 23 ian 2 50 
+ 13 11S) ii 9 a 8 5 Yak £ 48 + 35 - 40 ashe || Sil 
- 15 +. 35 + 7 - i = 20 + il + 42 + a5 UieZ2aoe 
3) Fit + 17 2 95 + 174 + 75 = Wey + 176 + 191 L7-3) 653 
= 5 + 25 = ieee - 29 + 18 = 2 = 3 + 13 17. 2bue 54 
3 + 62 = Bw to fh - 40 ah 19 + ULIG + 44, U7 oe ne S 
+ 92 - 163 - 407 +L DED + 47 822 = 189 - 241 17.5 | 56 
- 607 - 217 302 + 546 - 395 - 1,198 - 1,401 - 368 |E 2 57 
: - il + 352 + 353 + 535 - 242 + 456 + 856 — "*998° Im ~3 58 
| 
ae aay, te HIS} 2 - ee Ree + 133 59 
H 
= eS + 162 + 527 + 781 + 225 + 350 i 65 + 1,695 4 60 
n > i 2 re - 1 = + 1 5 61 
SS + 162 Dy) + 781 + 226 o 349 + 65 + 1,696 6 62 


(6) Includes balancing item representing difference between direct measures of current and capital accounts and embodies 
errors and omissions from both accounts. 

(7) For detailed composition of official monetary assets see Table 4. 

++. Not applicable. 
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TABLE 2. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Current Account - Seasonally Adjusted 


Item 


Current receipts 


Merchandise exports (adjusted)(1) .. 


Service receipts 


Gold production available for export ........... 


Travel ... 
Interest and dividends ........ 
Freight and shipping ....... 
Other service receipts 

Total service receipts 


Sub-totals, exports of goods and services ..... 


Transfer receipts 


Inheritances and immigrants! funds ........... 
Personal and institutional, remittances (20 ey. s10=1s1<1s1)s\01s/<1e1)sia 


Total current receipts 


Current payments 
Merchandise imports (adjusted) (1) 
Service payments 
Travel 
Freight and shipping 


Other service payments .. 
Total service payments 


Sub-totals, imports of goods and services 


Transfer payments 
Inheritances and emigrants' funds . 


Personal and institutional remittances (2) 


Official contributions . 


Total current payments 


Current account balance 


Merchandise) trade iehcc:c1stciore iste ere stale 


Service transactions 


Gold production available for export ...... 


Travel 


Breight andy shipping, 2 asis\etslelelarm 
Other service transactions 


Balance on goods and *"SELrvaices: 21s slsieia slate sieielalalalete oletatalere 


Net transfers ... 


Total current account balance 


eeoececeee 


3,240 


32 
242 
TZ 
PAL 
205 
768 


4,008 


78 
23 


4,109 


2,965 


246 
304 
JID i} 
354 
Hag beHE 


4,096 


57 
36 
2D 


4,214 


e275 


Lad 


millions of dollars 


3,348 


27 
DSP 
86 
221 
209 
795 


4,143 


ent 
24 


4,258 


PMN 


23)u 
Be 
230 
B53 
1,136 


4,048 


56 
35 
30 


4,169 


+ 436 


3,389 


31 
246 
100 
225 
CANAL 
813 


4,202 


108 
24 


4, 334 


3, 008 


269 
325 
231 
356 

1,181 


4,189 


47 
2y/) 
41 


4,314 


t38L 


(1) Trade of Canada figures with certain valuation and timing adjustments appropriate for balance of payments. 
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| TABLE 2. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Current Account - Seasonally Adjusted 


A 
3,718 3,614 3,637 3,905 4, 263 4, 266 4,158 1 1 
30 28 27 23 24 26 22 3 2 
255 268 263 288 317 314 288 4 3 
97 115 103 99 124 123 150 5 4 
230 235 225 246 264 264 262 6 5 
248 252 Dy 291 288 294 320 (part)1l] 6 
860 898 889 947 1,017 1,021 1,042 7 
4,578 4,512 4,526 4,852 5, 280 5, 287 5,200 8 
88 90 86 99 100 91 98 7 9 
22 23 23 23 25 24 25 (part)11} 10 
4,688 4,625 4,635 4,974 5,405 5,402 5,323 12 ll 
B 
3,483 3,422 3,468 3,614 3,558 3,572 3,509 l 12 
| 304 323 343 322 335 352 396 AO ts 
325 335 333 352 419 368 397 5 14 
241 256 239 255 261 251 252 6 15 
380 382 401 425 428 419 437 (part)11] 16 
1, 250 1, 296 1, 316 1,354 1,443 1,390 1,482 17 
4,733 4,718 4, 784 4,968 5,001 4,962 4,991 18 
48 48 49 49 51 53 52 7aleie 
43 41 43 45 44 47 4d (part)11] 20 
29 37 38 40 45 31 69 Ce tees 
4,853 4,844 4;914 5,102 5,141 5,093 5,156 12 1 3 
Cc 
+ 235 + 192 + 169 + 291 + 705 + 694 + 649 i: 1 Pes 
+ 30 + 28 + 27 + 23 + 24 + 26 + 22 24 
- 49 - 55 - 80 - 34 - 18 - 38 - 108 25 
/ - 228 - 220 - 230 - 253 - 295 - 245 n= DAR 26 
ar = A - 14 ee) 3 ie lbs) are KG, 27 
- 132 - 130 - 130 - 134 - 140 - 125 =A197 28 
- 390 - 398 - 427 - 407 - 426 - 369 - 440 29 
- 155 - 206 - 258 - 116 + 279 + 325 + 209 30 
- 10 - 13 - 21 = 92 - 15 - 16 = GZ 31 
- 165 - 219 - 279 - 128 + 264 + 309 + 167 4 | 32 


(2) Personal and institutional remittances include pension payments. Prior to I Quarter 1970 publications, the total of this 
line was included in "all other current" transactions. 
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Item 


United States 


TABLE 3. 
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CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


By Area 


millions of dollars 


Merchandise exports (adjusted) ...... eietetsNalcvetonn 2,053 Pipes yoy De iiiiS) Ze, 
Non-merehandiise mecer pit si(ls im cteterstalanstsiale|iejeleiors 378 573: 891 Sil 
Total, cumnents reCetpCsm creel) iel-aievelels) ele) el =rai= ta 2545 Jp SES, 3,070 3,043 
Merchandise imports (adjusted) .........-..0.. 2,076 Dipse (Ovi 2,019 2,465 
Non-merchandise payments(1) .......--+.e-eeeee 803 894 932 894 
Atel (Uusginte jey~MINES Hoocoococnoacaobaupos pi25879 35201 2951 3,359 

Balance 
Merecharndalseist ica cl Camutetalsnel chet terete eteieletats sions at kas = 3} + 45 + 160 + 67 
Non-menchandtise, tiradiey reyeiere<eteteleselsisiier sleet tae = 425 a Sy - Al =385 
Current accounts ballancem tse che le) steleelere ete - 448 =) 27/6 + 119 = 516 

Capital movements(2) 
ljgy Wepeetevanmaohsis A5acdcnonbeasadoooooeds ai LP yf ae 2ke)>) ap Aeill + 341 
Ine Shor Eerste oO iiss c. ltey stares tet sraiel aier=relcyer(e=ralons = Bysae) = PSY, Sore +4230 
Total net capital balance .......... —42 0 + 146 Sree ae Sy/ae 
United Kingdom 

Merchandise exports (adjusted) .........-..4-. 295 319 323 303 
Non-merchandiise recedpt sll) x ctecrecterstels) <1! s¥ele/ hele 86 99 102 93 
otal cumment) EeCemp tsuneo acletets eeteetchelcleetay crete 381 418 425 396 
Merchandise imports (adjusted) ............--- 160 180 161 181 
Non-merchandise payments @l ie srerete aretetemtensistet=! etaie OF 108 149 118 
otal icurnent payment oui. sfesicere=eteisle siaieicternetels 257 288 310 299 

Balance 
AS OG. 00D ADON GDOOND SoC me 18S) ce BSS, + 162 22 
Co pageeaceceocoDOe. oA a) a ey) =) (25 
ss a) aa eveletsi sis) checeseteve 124 + 130 ae uals: 7 

Capital movements( 2) 
inp Long—(te rn horny yin sttenevelo ene fe eters -Pefereratoye an 7 + 47 - 24 ar cus 
Un eshor Gat eyni el Ox Sivelsrleket=\elerarene COO CO AEVOON =! LTRS) = fhe: = 26 lea 
Total net capital baillance .7).-..-.5 Syl efit = Si) =) Ss 
Rest of the Sterling Area 

Merchandise exports Cadjusted) (.2)te cise cites ciel 134 167 165 149 
Non-merchandiise, receiptlsGl iver aes. clevetersisteveicre siete 45 58 70 62 
Totaly currente re cel ptsieae sass arevelereteraretarersrt= 179 225 235 PAIN 
Merchandise imports (adjusted) ............... Tali 110 130 140 
Non-merchandise payments(1) ............0.0c0. 39 61 55 47 
Total currentepaymentea) cpenierels cheralereteieieeteteretel aye 116 LL 185 187 

Balance 
Merchandise trade: cick asic o.-isvele ars ichalevial ot'sheretahe ar Si) si a i7) + 35 + 9 
Non-merchandLse Strade cicie as. ctetotsreisisioisieltisiels ak 6 - 3 aie eS a wen 
Curent account balance <n as aeridelaietavenre amos Der + 50 + 624 


footnotes at the end of table. 
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TABLE 3. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


+++ 


55 
64 
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By Area 


millions of dollars 
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387 
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33 
Zeit 
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1968 
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9,116 
23353 
11,469 


8, 867 
3,523 
12,390 


249 
Le t7 0 
921. 


1,134 
1,270 
136 


1,240 
380 
1,620 


682 
472 
1,154 


558 
92 
466 


67 
417 
350 


615 
235 
850 


457 
202 
659 


158 
33 
191 


1969 


+ 


+ 


+ 


10,499 
Zao 
13,072 


10,103 
3, 847 
13,950 


396 
1,274 
878 


1,605 
500 
1,105 


Four quarters 
ended 


TILT Q 1970 


No. 
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TABLE 3. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS - Concluded 


Item 


Other OECD (Europe) (3) 
Merchandise exports (adjusted) 


Non-merchandise receipts (1) 
Total cuprent —recerpess s atsieieleters 


Merchandise imports (adjusted) 
Non-merchandise payments (1) 
Total current payments 


Balance 
Merchandise trade .... 
Non-merchandise trade ..... 
Current account balance . 


Other Countries 
Merchandise exports (adjusted) ...........2.0. 
Non-merchandise receipts (1) 
Total current receipts 


Merchandise imports (adjusted) 
Non-merchandise payments(1) . 
Total current payments . 


Balance 


All Countries 
Merchandise exports (adjusted) .... 
Non-merchandise receipts(1l, 4) .. 
Total current receipts 


Merchandise imports (adjusted) . 
Non-merchandise payments(1) ....... 
Total currents payments) .i/ailslesele 


Balance 
Merchandise trade 
Non-merchandise trade . 
Current account balance . 


Capital movements 
In long-term forms . 
In short-term forms 
Totalinetscaps tal balancemcriciessccicsciects 


Allocation of Special Drawing Rights ....... 


Net official monetary movements 


Including transfer receipts/payments. 


e/a 


By Area 


millions of dollars 


OZ 
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Capital movements by area on a quarterly basis are available at this time only for Canada's transactions with the United 


States and the United Kingdom. 
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TABLE 3. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS - Concluded 


By Area 


Four quarters 
ended 
PEL Or lo 70 


millions of dollars 


305 320 351 419 388 1,051 1,203 1,478 | 34 
84 75 84 97 106 274 294 362 | 35 
389 395 435 516 494 1,325 1,497 1,840 | 36 
283 316 238 317 311 941 1,124 11820037 
209 188 183 198 251 621 716 820 | 38 
492 504 421 515 562 1,562 1,840 2,002 | 39 
22 + & + 113 + 102 + 77 + 110 + 79 + 296 | 40 
- 125 - 113 - 99 - 101 - 145 = Ray - 422 - 458 | 41 
- 103 - 109 + 14 + 1 = 68 - 237 = 23 el 625 (042 
367 370 430 524 548 LSS 1,434 1,872 | 43 
78 74 Wil 104 107 285 286 362 | 44 
445 444 507 628 655 1,800 720 2,234 | 45 
368 376 327 369 382 iL PALS 1,387 1,454 | 46 
114 104 118 119 143 Bull 400 484 | 47 
482 480 445 488 525 1,526 1,787 1,938 | 48 
Sheu = 6 + 103 + 155 + 166 + 300 + 47 + 418 | 49 
- 36 - 30 - 41 - 15 - 36 - 26 - 114 = 20RD 0 
- 37 - 36 + 62 + 140 + 130. + 274 - 67 + 296,)91 
3,545 4,053 3,936 4,525 4,048 567 14,874 16,562 | 52 
1,328 961 870 1,137 4,522 3,647 4,048 4,490 | 53 
4,873 5,014 4,806 5,662 5,570 17,184 18,922 21,052 | 54 
35303 Bae 3,303 3,862 Bee ly T2162 13,987 145 2348 \022 
1,564 1,452 1,462 1,554 1,785 5,129 5,726 6,253 | 56 
4,867 5,204 4,765 5,416 5,102 17,291 19,713 20 ,487 | 57 
+ 242 + 301 + 633 + 663 731 + 1,375 + 887 + 2,328)|28 
2936 2 G91 - 592 ALT - 263 - 1,482 - 1,678 ~ (1,765 
+ 6 - 190 + 41 + 246 + 468 ~ 107 vay 1) | + 565 | 60 
+ 596 + 569 + 655 - ul + 153 + 1,654 + 2,257 + 1,366 | °? 
- 607 Sagal bed - 302 + 546 - 395 - 1,198 - 1,401 - 368 45 
> ‘el + 352 .+ 353 + 535 - 242 + 456 + 856 + 998 
A oe + 133 - = Aa ee + 1931} 54 
a: + 162 + 527 + 781 + 226 + 349 A Rs + 1,696 | 65 


(3) Includes Austria, Belgium and Luxembourg, Denmark, Federal Republic of Germany, France, Greece, Greenland, Italy, Nether- 
lands, Norway, Portugal, Spain, Sweden, Switzerland and Turkey. Finland included as of January 1970. 
(4) Gold production available for export has not been allocated on a bilateral basis but is included in the total for all 


countries. 
-..- Not applicable. 
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TABLE 4. CANADA'S OFFICIAL INTERNATIONAL MONETARY ASSETS AND LIABILITIES 


1968 1969 


Item 


No. 


millions of United States dollars at end of period 
Assets 
Official holdings of foreign exchange 
1 oe CONES candacoonewaot eisai 
2 Other convertible currencies .......+.. 
3 | Monetary gold ....ccccccccccccccsccccose 
4 |Special Drawing Rights ....... 
5 | Reserve position in IMF 
6 Total official international re- 
SEKVGS (1) eteleterelelatels elelclclelelelatateielelate(s 
Liabilities 
@eUSe Oe IME reredd ti(2) sre cates cinerreere cate 
8 | Foreign exchange deposit liabilities ... 
9 | Reported use of central bank reciprocal 
Creditweraciibtd Gsm siarcliestutdehoratisteranne 
10 Total official monetary liabilities 
11 | Net official monetary assets ........... 
Change in millions of Canadian dollars 
Change in Assets and Liabilities 
12 | Total official international reserves(3) - 495 + 486 + 28 a Sil - 38 
13 | Total official monetary liabilities(3) - 269 + 134 + 134 - = 


(1) As published by the Minister of Finance. 


LDS 
15 


866 


322 


2,961 


2,960 
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(2) Transactions with the IMF when that institution holds Canadian dollars in excess of 100 per cent of the Canadian quota. 
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TABLE 4. CANADA'S OFFICIAL INTERNATIONAL MONETARY ASSETS AND LIABILITIES 


1969 


No. 


millions of United States dollars at end of period 


1,668 1 
14 < 
872 3 

: 4 

402 5 
2,956 6 
- 7 

1 8 

= 9 

1 10 
2,955 11 


Change in millions of Canadian dollars 


aS +) 162 +527 + 781 ar AVES, + 114 rite) - 64 tZ 
= - - - au uf + 1 - - 13 


(3) These totals appear as items H4 and H5 in Table l. 
) «+. Not applicable. 
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TABLE 5. CANADA'S GENERAL ACCOUNT WITH THE INTERNATIONAL MONETARY FUND (1) 


Canadian assets 
Transactions 


Canadian liabilities 
(equals IMF holdings of Canadian dollars) 


A Canada's 
Transactions 


net 
balance 
Subscrip- ae Ciubecripe Canadian dollars Bie 
tion to A 
IMF eich Re- Drawings 
loans Drawings Re- 
y (-) countries(-) ie: 
millions of United States dollars 

1947-1966 .... 740.0} 50.0 790.0 605.0 300.0 = 245.7 - 949.4 By7AOecik ||| onl. BG) 345 > 448.5 
1967 weceseeee -15.0 THUS) - 15.0 - 30.0 aoe dL 341.6 433.4 
1968 ...eeeeee -35.0 740.0 = 35.0 426.0| - 64.8 = 138.5 TBi\= 2.8:(4)| e536 206.2 
1969 .sseeeeee 95.5 835.5 655 : = 293.5 LS Oe eons 357.4 478.1 
1968 DOE one -35.0 740.0 me o'5)6(0) 426.0 1.3 739.9 Ont 
are aves 740.0 = 12 618.9 LZ 
g Gilt Pe Beh 740.0 - 64.8 554.1 185.9 
UNE cas. ache 740.0 Bes b7(6 05) - 2.8(4) 533.8 206.2 
1969 1 eats 740.0 = DO 518.8 2202 
TU eae rogers 40.0 780.0 40.0 = 103.5 Dea) 457.8 S22 
1B Eaieieae 2545 805.5] Pi sy5) = fife (0) 0.8 6s LG) 403.2 402.3 
TVir esis: 30.0(5 835.5 = Korey (0) 42.4 |- 0.2(4) Blass 478.1 
1970 Lieeeieree PES 5) 860.0 PUES) - 63.8 18.1 8.8(3) 345.0 51550 
I syensast 860.0 = 29)N/ 222: Sova 52255) 
GL Sects 860.0 eo cif) 36.4 (6) 286.4 573.6 

IN, cpelane 


(1) Excludes Special Drawing Rights account. 

(2) This is a cumulative measure of the net resources provided by Canada to the IMF including loans under the General Arrange- 
ments to Borrow (GAB). Canada's net balance with the IMF, when positive, represents its reserve position in the IMF. 
This may be drawn by Canada virtually automatically on statement of balance of payments need, but Canada would then be un- 
der an obligation to restore its net balance to 25 per cent of its quota which is currently $740 million, i.e. to $185 
million. The Canadian dollar equivalent of changes in positive balances appears as a component of item H4 in Table 1. 
Changes in negative balances, i.e. use of IMF credit, are shown as a component of item H5. 

(3) Sales of Canadian dollars to IMF for gold. 

(4) Dividend payment to Canada. 

(5) Acquisition of GAB notes issued previously to another IMF member. 

(6) Sales of Canadian dollars to IMF for SDR'S. 

Note: The statement is expressed in terms of United States dollar equivalents in accordance with IMF practice. Since members 
are obligated to maintain the gold value of the IMF's holdings of their currencies, from time to time there have been 
adjustment payments between the IMF and Canada in Canadian dollars arising from changes in the exchange rate. These 
transactions are not reflected above because the series are shown in United States dollar equivalents, and do not appear 
in the balance of payments statements because only the change in Canada's net asset is shown. The adjustment transac- 
tions affect the Public Accounts of Canada. 
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TABLE 6. BALANCE OF PAYMENTS ADJUSTMENTS TO TRADE OF CANADA FIGURES 


1968 


Item 


Trade of Canada EXPORTS 


(including re-exports) PaUZZ | 3,5L% | 35372 169,694 | 3.467 
Adjustments: 
_ TERESI) 5/810 GQ enOnCrCnOIEROIC Ig One Cree + 3 + 29 — 21 aS US = 
Aircraft and other 
BOVUSEMCNES 25.4. <sleos =o. | — 14) —30,| = = 
Equals merchandise exports 
adjusted to balance of 
payments basis ......... SOL al 35592) [ps S20 | 3,667, 3.407 
Trade of Canada IMPORTS ../} 2,810 | 3,201 | 2,884 | 3,463 | 3,264 
Adjustments: 
Automotive products — 738] = 37) -— 28] — 44), — 46 
paceraft and other...... 
BUEPPMON V5 1a ifs. 016 oo) a) alee eR aS ee Bul k— p> all eto 1.3 
Other adjustments ...... i OR — soni — wy) 9 Esato 5 
Equals merchandise imports 
adjusted to balance of 
payments basis ......... 2,754 | 3,140 | 2,859 | 3,409 | 3,226 
Trade balance on balance 
of payments basis ...... + 263.|+ 392] + 462 | + 258 | + 241 


TABLE 7. RECONCILIATION STATEMENT WITH NATIONAL INCOME 


1969 
4 


Exports of goods and services: 


Current receipts as per Canadian Balance of 


SBCA CL OMAN ME AYINE MS, eed Sepeusie 3 aug: 4 seders 40.8 aged. 5-0 6s 4,212 
Deduct: 
Current transfers: 
BeccOnal mem etances., SEC. oc sss fsjaicue oes cess 0G a ME 
Capital transfers: 
iuheritances and migrants" finds § ...6..600000 8s = OP 
Total exports of goods and services as per 
National Income and Expenditure Accounts ... | 4,128 
Imports of goods and services: 
Current payments as per Canadian Balance of 
PEMetnat Tonal Payments crs cevice ce saeco eeeces Soci « 4,485 
Deduct: 
Current transfers: 
Bemponeal TeMmlerances 5. CLC. cic sods aae cece cna ele metii) 
OFPictad “contet DutLons <p «syrsiscs owes owes ss owes =~ 6 
Capital transfers: 
inheritances and migrants" funds ......0.scsee8. — 40 
Add: 
Withholding taxes on dividends and interest ...... 30 
Withholding taxes on other payments(1) ........... 16 
Total imports of goods and services as per 
National Income and Expenditure Accounts ..... 4,430 


(1) Includes timing adjustments. 
Note: 


1969 


35005 


3,809 


3,805 


32 
41 


D095 


Data include some revisions not yet reflected in the National 


pe fe[e [ede fm[e fs [oe foe] 


million of dollars 


35596 


— 10 


3,545 


3,349 


35,303 


ta242 


4,035 | 3,939 | 4,501 | 4,051 
+9 AG || Se OS - 
+9 aes) ee | ee oe: 

4,053 | 3,936 | 4,525 | 4,048 

317 64\ 3533 | 6398771 oaoae 

= 30) |) —e22 he eee | oy 
+ 4 -— il — 6 ae ty 
SSN res Bay ee sal oe iy 
33752} 3,303) 3,862 1 3 314 
+300} + 633 | + 663 | 4 731 


millions of dollars 


4,873 


31 
17 


4,769 


Income 


5,014 | 4,806 |5,662 | 5,570 
— 23] —24 |— 24/— 25 
=92 | =e 1-101 ~~ 122 
4,899 |4,710 |5,537 |5,423 
5,204 | 4,765 |5,416 |5,102 
= 43 | = 46 |= 48 |- 43 
— 33 | —31 |— 42 }-— 79 
— 52] —42 |-— 49 |- 62 

46 40 34 35 

19 26 36 10 
5,141 | 4,712 |5,347 |4,963 


and Expenditure Accounts. 


AND EXPENDITURE ACCOUNTS 


1968 
jae | a | 


1968 1969 


13,605 |14,873 


AUS 


id 


13,537 14,874 


12,358 }14, 202 


— 147 |-— 182 
= PES) Shel 
i Aly | ey 


12,162 |13,987 


pit apeies. 


1969 


1970 


1970 
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TABLE 8. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Summary of Current Account 


Current account balance 


Total 


Exports Imports Trade ae Bons Hon: current 
i handi handi i é 
ress (adjusted) | (adjusted) | balance BREE sataue td ee account JWith:(2) With: With: 
. balance | United | United | All other 
States | Kingdom | countries 
millions of dollars 
1960 sess aewcice 5,392 SON) AAS 1, 744 25029 ae MURS ior] (tl S's} WS Sis] + 169 =" 43 
196L 2.22. cc cee 5,889 ye TANS) |) paar v7 1,899 3,000 Srl lO, Wien WIPRS! 1,341 +95 apace: 
MUTA Gic choiaacr Oreo 6,387 G5 20371 184 2,036 3,050 SLAs | BND L092 eee are or! 
UO GS etetaleleleiel airre 7,082 ORT || ae 503 2,207 32508 — 10245 —  a20 1,148 + 417 ara. 
1964 .....--00- 8,238 Tie Od a aect 701 2,509 3,634 — 1 L25, (= S424 635 + 605 + 606 
WIS: niga ao doc Be 8,745 O27 ate LS 25730 3,984 ries | to al Sie) Tyo37 +505 + 302 
L966) “ste scie sie 10,326 LO}; 102 | -F 224 3,070 4,456 = Ay SS | j= WE 2,030 + 425 + 443 
1S Gi7eetoretel stetelebe!s ILA SIEXS} LOS ii2, |e OO 3,747 4,812 = OO5n too 1,342 Se Sule eames 
1968 Gene ecccee 13037 WARIO, |) Seatihs 3.7/5) 3,647 3) 1178) SAME WS SOT 801 + 466 + 228 
IBIS) pom nic hoe 14,874 13,987 | + £887 4,048 5/20 Slee TKs) | PSHE 770 ap ee! = 358 
1970 wccccccece 
IB Yey Bn bigwoe 1,826 1,866] — 40 505 886 = SES |i eT 595 + 96 nS 
ils cd teley ote Zou: Poe Calas ||, 2a 648 985 = esisly/ | ie SiGe Bey + 141 ach 
MWh cobs od 2,263 OA | ae Ae 4 930 1,058 a PAS | he 34 LTD + 138 Gee lt 
Vererevete ove 2,465 2,442 | + 23 653 15055 =e HAO i BYR) 635 + 130 Se AC) 
1966 Serer onchoeste 23223 Petey || Gr 10 563 960 = Sy) {i= SRS 590 + 106 ae Shi 
Le. cfoeeyey C 2,602 205.00 ee 49 734 1,065 — Sie ksi, 605 + 110 +115 
VMS EDY en eae 75 or) 5 PRET PRN ce P78 T1033 L5 223 = HOO hae 33 Lot + LOU “E28 
UN ese canto 2,806 PASTAS || ae 40 740 1,208 —- 468 }|j-— 428 644 + 108 + 108 
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(1) Includes transfers. 
(2) Includes gold production available for export. 
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TABLE 8, CANADIAN BALANCE OF INTERNATIONAL PAYMENTS - Concluded 


Summary of Capital Account 
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(1) Includes errors and omissions. 
++. Not applicable. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


FOURTH QUARTER 1970 


Economic activity in Canada in 1970 was relatively subdued as the rate of real growth, as mea- 
sured by the constant dollar value of the Gross National Product, fell to 3.3 per cent from 4.8 per 
cent in 1969, With the inclusion of the effects of price increases, G.N.P. in current dollar terms, 
rose, however, by about 7.5 per cent. Exports, especially of merchandise, were one of the more buoyant 
sectors of the economy throughout the year. Exports of goods and invisibles as a whole rose 13 per 
cent above the 1969 level with both merchandise exports and invisibles increasing at about the same 
‘rate. On the other hand the value of merchandise imports, reflecting the slack in the economy, dropped 
marginally from the previous year so that imports of goods and invisibles, together, only rose by 2 per 
cent. As a result of these differing rates of growth the 1969 current account deficit of $751 
million swung to a surplus of $1,297 million in 1970, the first annual surplus since 1952. The major 
factor in this change was the $2,142 million increase in the merchandise trade surplus to $3,002 mil- 
lion. Non-merchandise transactions led to a larger deficit of $1,705 million. The current account 
balance, adjusted for seasonal variations, showed particularly strong growth in the first and fourth 
quarters of the year. Some decline from the first quarter level was evident in the middle two quarters. 


Summary Statement 


ase rn unr arne aeecceee e 
1969 1970 
1968 1969 1970 
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millions of dollars 


Berciandise’ trade balance ............. +1,375 + 860 + 3,002, +1299 + 631 4 650 4721 4 960) 


Balance on non-merchandise transactions - 1,482 - ihe (oyabal 1, /0> t=" 471 “15/60 - 398) -s253.. i478 
eurrent account balance ........ Sodoanee = OV = TOL 297 8 i= 172 eho. se =F eee Le 
Capital movements in long-term forms .. + 1,654 + 2,257 + 814 +569 +644 - 44 +149 + 65 
Capital movements in short-term forms SSL toD Df G4he = DG) e255 ~ 305 + 573: ‘= 40)" = 438 
Meet! Movement) se. sect reees +. 456. + 816. +. 233 +334 +°399' = 529 - 252 - 383 


Allocation of Special Drawing Rights .. AAR Ron 133 alele 


eee £33 <g = - 
Net official monetary movements ....... + 349 + 65 1,663 -r 162 
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(1) Excluding items shown below. 
~-. Not applicable. 


Apart from the general slackness of the economy, special factors affecting patterns of activity 
in 1970, were the boost in exports early in the year to catch up on strike interrupted deliveries in 
1969; the floating of the Canadian dollar at the end of May and its subsequent marked appreciation; a 
gradual easing of monetary policy especially in the last three quarters of the year which had to take 
into account not only domestic requirements but also the effects of differential interest rates on the 
exchange rate and international reserves; a general slackness in the United States economy with some 
buoyancy elsewhere; and the pervasive effects, especially in the fourth quarter, of the continent-wide 
Strike against General Motors Corporation. 


Inflows of capital in long-term forms declined by $1,443 million to $814 million as new Canadian 
issues sold to non-residents fell by almost $800 million to $1,269 million. With a gradual easing of 
Monetary conditions in Canada, especially in the latter part of the year, and in response to official 
requests to limit their issues abroad, Canadian borrowers obtained a far greater proportion of their 
funded debt requirements domestically in 1970 than in 1969, Other principal factors which may have 
contributed to the reduced net inflow of long-term capital, apart from the general economic slowdown, 
were the most protracted slide in stock prices experienced in recent years on North American exchanges 
causing investors, including institutions, to re-evaluate their holdings; a narrowing of interest rate 
differentials especially with Europe; uncertainty about pending changes in Canadian tax law; and a grow- 
ing public debate on the role of foreign capital in Canada. 
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Short-term capital outflows fell by $860 million to $581 million. 
change was a reduction of $1,228 million in the outflow to increase Canadian holdings of bank balances 
and other short-term funds abroad. There were significant inflows as non-residents increased their 
holdings of Canadian money market instruments. These changes were mainly occasioned by arbitrage move- 
ments taking advantage of hedged interest rate differentials, At times during the year these differen- 
tials widened appreciably principally due to a substantial premium which developed for the forward 
Canadian dollar in the second and third quarters, It should be noted that the category "other short- 
term capital transactions" includes amounts which have not yet been identified. This errors and omis- 
sions element of the Canadian balance of international payments during 1970, as currently measured, 
reflects unidentified net payments of about $400 million. 


The main element in this 


Canada's net official monetary assets increased by $1,663 million in 1970. Some $133 million 
of this increase was accounted for by Canada's share of the Special Drawing Rights which the Inter- 
national Monetary Fund allocated to participating member countries on January 1, 1970. Apart from this 
transaction Canada's international reserves still rose substantially in the first quarter of 1970 and 
even more sharply in the following two months. With the possibility of reserves rising far in excess 
of Canada's needs and in order to avoid an immediate problem of financing any further accumulation the 


Canadian authorities announced on May 31, 1970 that they would no longer peg the Canadian dollar to 
Within one per cent of its par value of 92 1/2 US cents. 


Preliminary estimates produced on the basis of available data indicate that Canada's balance of 
international indebtedness recorded a slight increase of perhaps a quarter of a billion dollars in 1970 
reaching a book value of over $28 billion by the end of the year. This is the smallest increase in 
Canada's net international indebtedness position since the slight decrease recorded in 1952 which inci- 
dentally was the last occasion when Canada experienced a current account surplus, Long-term foreign 
investment rose by about $2 billion reflecting both an inflow of long-term capital and an increase in 
earnings accruing to non-residents. Other non-resident claims on Canadians brought the total of Canada's 
external liabilities to over $49 billion. The total outflow of domestic long-term capital together with 
an increase in earnings accruing to Canadians abroad caused the total book value of Canadian long-term 
investment abroad to rise to over $11 billion at the end of 1970. Due mainly, however, to the large 
rise in net official monetary assets, total Canadian assets abroad registered an increase of over $2 
billion to about $21 billion at the end of 1970. The change in status of Brascan Limited from a Foreign 
Business Corporation to a resident Canadian corporation in 1970 resulted in significant increases in 
both the assets and liabilities accounts. These changes were, however, of equal magnitude and therefore 
did not affect the net indebtedness position. It should also be noted that the switchover of account- 
ing records of certain major Canadian corporations from Canadian to United States dollars together with 
the appreciation of the Canadian dollar have combined to effect changes of varying degrees on both 
Canadian liabilities and assets (particularly the latter), and consequently on the net international 
indebtedness position, 


Merchandise Trade 


In 1970 merchandise transactions between Canada and the rest of the world reflected the rela- 
tively subdued pace of economic activity in Canada and the United States and the buoyant conditions in 
other principal markets for Canadian goods such as some Western European countries and Japan. This 
situation occasioned a slight drop in the level of imports into Canada to $13,839 million while exports 
rose significantly to $16,841 million. This performance on merchandise trade gave rise to a record 
trade surplus of $3,002 million. 


At 13 per cent the rate of growth of merchandise exports in 1970 was one third higher than in 
1969. This was achieved despite the rise in the value of the Canadian dollar following its unpegging 
at June 1, 1970 and was all the more remarkable since it was accomplished largely as a result of gains 
in Canadian exports to overseas countries, The value of exports to these countries was over one third 
higher than in 1969 and provided more than three quarters of the increase in sales. Partly due to 
greater Canadian penetration in a number of relatively small markets, the share of Canada's exports 
going to overseas countries increased from 29 per cent in 1969 to 35 per cent in 1970. The United 
States share correspondingly declined to 65 per cent. The overall growth rate of exports was in line 
with the 1970 rate of growth of world exports in general and of developed countries in particular. 
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Merchandise Exports 1970 


Selected exports by destination with adjustments for Balance of Payments purposes 
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Per cent 
Destination of total 
domestic 
exports 
hited “Untdeas “oO ERe= Other All nie 
. Western Japan : : (Trade of 
States Kingdom countries countries 
Europe Canada) 


MiLlLons of dollars 


DOMESTIC EXPORTS (Trade of Canada) 10,641 1,480 1,588 793 1,956 16,458 100.0 


Of which: 
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ADJUSTMENTS 
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EXPORTS (adjusted for Balance of 
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Among factors which contributed to the commodity exports performance in 1970 was the resumption | 
of a large volume of deliveries of wheat to state trading countries (especially the Soviet Union) cou- 
pled with large shipments of barley and rapeseed. Wheat exports were boosted by a reduction in the 
supply of wheat in world markets due to drought conditions in grain exporting countries such as 
Australia, Argentina and France and by government assisted sales to such countries as Peru and the 
United Arab Republic. Barley exports profited from setbacks in the United States where, as a result of 
the Southern Corn Blight, there were lower yields. Catch-up requirements of metals following the 1969 | 
strikes in the mining industry in Canada added to the strength in demand for mineral resource products. — 
On the other hand exports of forest products were adversely affected by lower residential construction 
activity in the United States, strikes at mills and by towboat operators as well as by the appreciation 
of the Canadian dollar, Exports of manufactured products were influenced by sluggish demand for durable 
goods generally and by strikes in the last months of 1970. On a commodity basis the principal increases 
in exports occurred in wheat and barley, iron ore, nickel, copper, crude petroleum and natural gas, 
fertilizers and steel, End products, including motor vehicles, engines and parts sales of which in- 
creased by $80 million, rose by 4 per cent as against 25 per cent in 1969. 


Merchandise Imports 1970 


Selected imports by source with adjustments for Balance of Payments purposes 
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With imports actually falling below the 1969 total to $13,839 million and the Gross National 
Product rising by 7.5 per cent (in current dollar terms), the upward trend in the ratio of merchandise 
imports to G.N.P. which, during the previous five years rose by two percentage points to reach 18 per 
cent in 1969, was reversed dropping to 16 per cent in 1970. The downturn in imports reflected in part 
the countervailing influences of lower unit values of imports following the appreciation of the dollar 
in mid-year, and the stimulative effects which the rise in the value of the Canadian dollar should have 
provided to purchases from abroad, In addition there was a general sluggishness in the economy with 
softness in the domestic retail market, rising unemployment, restrained business spending and a decline 
in manufacturing activity. These general problems were exacerbated throughout much of the fourth 
quarter of the year by the continent-wide strike against General Motors, The decline in Canadian 
merchandise imports does not seem to have been paralleled in other developed countries which, as a 
group, in the first three quarters of 1970 increased their imports by about 16 per cent compared with 
the same period of 1969, There was a reduction of about 10 per cent in Canadian,imports of automobiles. 
Other products showing reductions in imports were excavating and agricultural machinery, communications 
equipment, lumber, fuel oil, steel and precious metals. Increases in imports were recorded for food 
and beverages, coal, crude petroleum, inorganic chemicals, metal-working and pulp and paper industries 


machinery, computers and other office machines and equipment. 


Adjustments to recorded merchandise trade for balance of payments purposes as shown in Table 6 
included a net decrease of $46 million from exports mainly for timing corrections in respect of air- 
craft deliveries and progress payments and for retroactive automobile price adjustments. The deduction 
from merchandise exports in respect of the retroactive automobile price adjustment is offset by an 
equivalent credit taken in the business services account. A deduction of $101 million from imports 


reflected mainly the elimination of amortization and other automotive special tooling charges which are 
included in business services. The net effect of these adjustments has been an increase of $55 million 
to the recorded trade balance, 


Export prices in 1970 were on average, in Canadian dollar terms, about 3 per cent higher than 
in 1969. In the first five months of the year they climbed by over 2 per cent above the level at the 
end of 1969. In the ensuing period following the appreciation of the dollar, prices fell back virtually 
to the level of December 1969 and below that of January 1970. The reversal in the movement of export 
prices which occurred in the second half of the year reflects a possible reduction in prices by export- 
ers to maintain their competitive position as well as a lowering of the Canadian dollar equivalent of 
prices expressed in foreign currencies due to the appreciation in the value of the dollar which took 
place after June 1, 1970. World supply and demand conditions for selected non-ferrous metals also 
dictated some price declines. By the end of the year prices of crude and fabricated materials had 
declined by about 5 per cent below the highest levels reached prior to the floating of the exchange 
rate. Prices of end products, however, moved up by about 2 per cent during 1970. 


Import prices, which over the year 
as a whole rose by about 2 per cent above 
TERMS OF TRADE the 1969 average, reached a peak in May of 

1968=100 some 2 per cent above the level at the 
beginning of the year. As in the case of 
exports, import prices moved downwards over 
the last seven months of 1970 reflecting 
reduced unit values as a result of the rise 
in the value of the Canadian dollar. By 
the end of the year prices had fallen to a 
level which was below that existing in 
December 1969 and January 1970. 


Non-merchandise Transactions 


In 1970 receipts from non-merchan- 
dise transactions including transfers rose 
DV a Cast VV Ve by 12 per cent to $4,739 million while pay- 

1968 1969 ments increased by 10 per cent to $6,444 
million. The deficit on these transactions 
went up therefore by about 6 per cent to 
$1,705 million. Service receipts at $4,252 
million went up by 13 per cent while service payments climbed by 10 per cent to $5,848 million. The 
deficit on the services, which represented 94 per cent of the total deficit on invisibles, increased 
by about 3 per cent to $1,596 million. Increases amounting in total to $169 million in the deficits 
on travel, interest and dividends, and business services were offset to the extent of about 86 per cent 
by the strengthening in the balances on freight and shipping and miscellaneous income. Total transfer 
receipts rose by 7 per cent to $487 million, while payments, due mainly to a relatively large increase 
in official contributions, advanced by 17 per.cent to $596 million. 


Interest and Dividends and Miscellaneous Income 
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Receipts 
Period - 
Interest Dividends Sub-total Miscellaneous Grand 
income (1 total 
millions of dollars 
1968 oeoeoeveeveeeewe eee eveeaeeeee 102 AsV Si5)3) 237. 590 
1969 eee eewe eee er eew eee eee eee 161 253 414 433 847 
1970 oe © 10 eS 6 Pe 6 e's 6 2°U @ 06 60 6 0 240 PUG eS Sys} 562 1,075 
1969 TE NOD" 138 vie Sere 2 56 88 102 190 
ILIE SO) sk Ao oer eee 36 76 ate. 102 214 
SINE me ORT Wetec keller eltete ts Si’ ele OZ, 538 85 110 195 
AVRO DR aherene hel alels ole oo 61 68 129 119 248 
1970 PROS. Pee eos. 40 HE ete? 141 253 
SUL MIOW’ ever orete Cotes ole oh 56 65 2a 140 261 
GOP Metoneh Neate voles clots 61 62 25 141 264 
VeRO Me Rox e' ic chore ei ole le tena ce 83 74 isyy/ 140 297 
Se ee Oe ee ee ee eee eee 
Payments 
Interest Dividends Sub-total Miscellaneous Grand 
income (1) total 
HD OS eeatewaretae tense a are'W'e ees oe 546 713 259 SiS 1,632 
IS 5 eke Se es SY, fk ald 649 696 1OcES 459 1,804 
iS) (O epeers Re tee ice ae ae 744 780 i524 535 2,059 
1969 18 10). 5, tewecsicncs A ears 142 156 298 108 406 
IDO) .o@eene cee 174 144 Silke’ ILL, 435 
1B IEEE (0) 15 bites Snes 150 144 294 1G 406 
ITV Q eoeeeneeee oe#eneee?e 183 DDS 435 D2 S51y/ 
1970 TESCO): eh arse 176 PAD 388 126 514 
TE S(0) 8. Ra anie se ee OW, iL Sy: 352 134 486 
181 Eel eee CRORE s(erastiis 180 Narks! 358 128 481 
TV QUA Eee. ae 5 aoe 191 240 431 147 578 
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(1) In the main balance of payments tables, this is included in other service receipts and other ser- 


vice payments; it includes, in addition to income on short-term and miscellaneous long-term invest- 
ment, all services associated with international banking and insurance operations. 


The net balance from receipts and payments of interest and dividends reached a deficit of $1,011 
million, increasing by $80 million over the 1969 net total. Although both income receipts and payments 
recorded exceptionally large gains in 1970, the increase in the latter amounting to $179 million had 
nearly twice as strong an impact on the net balance as the rise in receipts of $99 million. The sharp- 
est relative rise occurred in interest receipts which rose in all four quarters of 1970, aggregating 
$240 million for the year - an increase of $79 million over the 1969 figure. By far the most important 
contributor to this spurt in earnings was that generated from official holdings of foreign exchange. 
Receipts of dividends recorded a moderate gain of $20 million over 1969 and amounted to $273 million in 
1970. The pattern of geographical origin of these receipts continued to be similar to that established 
in the previous years showing about three fifths of the total to have come from the United States. More 
than one half of the total increase in interest and dividend disbursements was accounted for by payments 
of interest which rose from $649 million in 1969 to $744 million in 1970. Almost three fourths of this 


increase was attributable to larger interest payments on bonds of provincial governments held by non- 


residents. In general, the country distribution of these payments retained a structure similar to that 
of the past with the notable exception of countries of continental Europe to which interest payments 
increased at a faster rate. Increased profits from the operations of unincorporated branches of foreign 
companies and a sharp rise in dividend payments by Canadian subsidiaries of foreign companies accounted 
for the whole of the $84 million increase in total dividend payments which amounted to $780 million in 
1970. The United States bolstered its predominant position in the geographical distribution of dividend 


payments, receiving over four fifths of the total in 1970. The net balance from receipts and payments 
accounted for about 59 per cent of the deficit on non-merchandise transactions, one percentage point 
higher than in 1969. 


The deficit on travel continued to increase rising to $235 million from $218 million in the 
previous year. The largest relative increases for both receipts and payments occurred in travel expend- 
itures vis-a-vis overseas countries. Canadian travel expenditures with these countries rose by 31 per 
cent as against an increase of 4 per cent in travel expenditures with the United States. Receipts from 
overseas travellers went up by 25 per cent which was about twice the rate of growth of expenditures of 
United States residents travelling to Canada. This development in overseas travel reflects in part the 
increase in Canadian travel expenditures as a result of the 1970 World Exposition in Osaka, Japan, and 
the upsurge in charter operations to Europe and the Caribbean area which have seen significant growth 
in recent years and reached record proportions in 1970. 


The largest change in the balance on the invisible items took place on freight and shipping. 
The balance on this account strengthened by $91 million, surging from a deficit of $55 million to a 
surplus of $36 million. With the ratio of the receipts and payments to merchandise exports and imports, 
respectively, remaining practically unchanged the movement on this account reflected the change in 
merchandise trade. This has been the first time since 1952 that a surplus has appeared in this account. 


All Other Service Transactions (1) 


Receipts Payments 
1968 1969 L970 1968 1969 1970 


MLLLiLons of dollars 


Government transactions, excluding official 


COMME TDW ET OTS ro atereueMeneln er detansle tote ts Re MERC ur evel) ele ie oie st 164 177 185 214 216 220 
Miscellaneous income(2) .......... Weis oalode te tenetoe rare DSi 433 562 S78) 459 535 
Business services and other transactions .......... 439 625 630 854 Ong 1,096 

GER ES Reise sa 'enend archer eer tetas ON re ee ek 840 LS se 1,441 1,694 1, 853m 
Net DALAM COS > usc s x iesaregete tea ei ometor semen Mies ols Goiats ave sietere’ a See eee eee =SOO1 =" 459 - 481 | 


(1) Personal and institutional remittances are now shown separately in the transfers section of the 
main balance of payments tables. 

(2) Includes income on short-term and miscellaneous long-term investment and on all services associated 
with international banking and insurance operations, 


Largely as a result of an increase of $72 million in the deficit on business services which was 
partly offset by the swing from a deficit to a surplus on miscellaneous income due to higher banking 
earnings and income on short-term investments, The deficit on the "Other Services" account increased b: 
about 5 per cent to $481 million. The totals for business services and other transactions for both 196! 
and 1970 have been revised to cover additional receipts and payments for a number of services involving 
the non-corporate sector which, following a preliminary review of this area, appeared to be undercovere: 
In addition, service receipts on 1969 were revised to include retroactive pueaacuare price adjustments 
which were deddcted as a balance of payments adjustment from merchandise exports. Gold production 
available for export continued to fall dropping from $108 million in 1969 to $95 million in 1970. This 
was the second consecutive annual decline from the $120 million level reached in 1968. 
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The deficit on transfers, largely due to an increase of about 40 per cent in official contribu- | 
tions, nearly doubled in 1970 to $109 million. There was an increase of 5 per cent in net inflows on 
account of inheritances and migrants' funds, largely due to higher per capita amounts from a smaller 
number of immigrants, The net payment balance for personal and institutional remittances rose margin- 
ally. Official contributions went up by 40 per cent to $201 million. The increase occurred mainly in 
the international food aid program and the international assistance account which consists of technica. 
and economic assistance to developing countries. Disbursements under the international food aid progral 
the bulk of which was wheat, represented about one half of the $201 million in foreign aid. 


| 
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Current Account Transactions in the Fourth Quarter - Seasonally Adjusted 


In the fourth quarter of 1970, the current account balance, seasonally adjusted at quarterly 
rates, registered the fourth consecutive quarterly surplus soaring to a high of $571 million. This was 
over three times the third quarter surplus and amounted to 44 per cent of the total surplus for the 
year. About 90 per cent of this improvement was due to the 54 per cent increase in the merchandise 
trade surplus which rose to $991 million in the fourth quarter, Merchandise imports fell by about 9 
per cent to $3,188 million, the lowest level since the third quarter of 1968 while exports, following 


two successive decreases moved up slightly to $4,179 million. At this level exports were 2 per cent 
down from the first quarter of 1970, 


On non-merchandise transactions there was only a slight incréase in total service receipts as 
the expansion in foreign travel expenditures in Canada which rose by 10 per cent to $320 million was 
practically offset by reductions in interest and dividends, freight and shipping, and other service 
receipts, Service payments declined by 2 per cent to $1,466 million. The increase of 6 per cent or 
$26 million on other service Payments was more than offset by reductions of 4, 9 and 2 per cent in tra- 
vel, interest and dividends and freight and shipping payments respectively, equivalent to a total of 
$59 million, The deficit on services therefore fell by 9 per cent to $387 million. 


The deficit on transfers showed a significant improvement of some 27 per cent from the third 
quarter level. The notable change among the transfers was the 18 per cent reduction to $56 million in 
official contributions from the high level of $68 million recorded in the third quarter. In the fourth 
quarter the reduction in total non-merchandise payments together with the decline in merchandise imports 
produced the lowest level of total current payments since the fourth quarter of 1968, 


Transactions by Areas 


In transactions with the United 


SELECTED CURRENT ACCOUNT ITEMS, States the current account balance reversed 
SEASONALLY ADJUSTED dramatically from a deficit of $733 million 

ee ARS in 1969 to a surplus of $33 million in 1970, 
MERCHANDISE The surplus on merchandise trade more than 


EXPORTS tripled to $1,142 million as merchandise 


exports increased by 4 per cent to $10,953 
million while imports declined to $9,811 
million. 


The rate of growth of exports to 
the United States in 1970 was 11 percentage 
points lower than that of 1969. With the 
NON-MERCHANDISE increase in exports to the United States 
PAYMENTS Ss accounting for only 23 per cent of the total 
4 a expansion in exports the share of the United 
zs States market in total Canadian exports fell 


ee by 5 points to 65 per cent. This dramatic 
tot | change in the export performance vis-a-vis 

NON-MERCHANDISE F : 
RECEIPTS the United States was a reflection of the 


generally depressed economic conditions in 
the United States in 1970 when there was a 
relatively high rate of unemployment and a 
decline in real output. There was also a 
EE CORNTISE y slowdown in automotive sales in the United 
BALANCE States which was accentuated by the strike 
at General Motors. Canadian exports of 
motor vehicles, engines and parts recorded 
only a very slight increase of 2 per cent 
as compared to the over 35 per cent advance 
in the previous year. Shipments of iron 
NON-MERCHANDISE ore, nickel, copper, crude petroleum and 
BALANCE natural gas were higher. On the other hand 
exports of aluminum, woodpulp and newsprint 
declined while lumber fell by about $100 
million as a result of a reduced tempo in 
the residential construction industry. At 
$9,811 million imports from the United 
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States in 1970 were lower by about 3 per cent than the previous year, further reducing the United States 
share in total Canadian imports by 1 percentage point to 71 per cent. Imports of end products declined 
by about 7’ per cent while increases were recorded for imports of crude and fabricated materials and 
live animals, 


On non-merchandise transactions an 
increase of 9 per cent in receipts, which 
rose to $3,020 million, and of 7 per cent 


° in payments, which went up to $4,129 mil- 
vo SHARES OF MAIN AREAS lion, resulted in a very small widening of 


IN MERCHANDISE EXPORTS AND IMPORTS $9 million in the non-merchandise deficit 


to $1,109 million. A combined increase of 
$119 million in the interest and dividend 
and other service deficits was more than 
offset by an improvement of $123 million in 
the travel, freight and shipping and inher- 
itances and migrants' funds balances. Gold 
J production available for export, however, 
IMPORTS which is conventionally credited to the 
United States account, fell by $13 million 
to $95 million. 


80 EXPORTS 


If the credit representing gold pro- 
duction available for export is excluded, 
eer aetrce EES Cree Canada's current account with the United 

STERLING OECD COUNTRIES States in 1970 would show a deficit of $62 

lie Peas million, Capital movements between the two 
countries produced a net capital inflow of 
$715 million as a net influx of capital in 
long-term forms of $958 million outweighed a short-term capital outflow of $243 million. In sum, these 
transactions with the United States gave rise to net receipts by Canada of $653 million. When the 
change in official reserves held in the United States is taken into consideration, however, Canada made 
large multilateral payments to that country. This contrasted with the exceptional situation in 1969 
when Canada's net receipts on current and capital accounts with the United States were combined with a 
reduction in official holdings of United States dollars to offset deficits in total transactions with 
other areas, 


With the United Kingdom total current receipts grew by 29 per cent while payments rose by only 
3 per cent to produce an expansion of $441 million in the current account surplus to $764 million. | 
Almost all of this improvement was due to an increase of $438 million in the merchandise trade surplus 
which was the result of a 34 per cent growth in exports and a 7 per cent drop in imports. Increased 
United Kingdom purchases from Canada partly reflected the rebuilding of stocks which had been rundown | 
in the previous year as a result of the strikes in mineral industries in Canada, as well as the effects 
of the gradual reduction in the rate of United Kingdom import deposit requirements which were eliminated 
in December. The rate of increase of Canadian exports to the United Kingdom was more than three times | 
the rate of growth of total imports by the United Kingdom in the first nine months of 1970 over the 
corresponding period in 1969. This reversed the downturn in exports to the United Kingdom which oc- 
curred in 1969 raising the share of the United Kingdom market in total Canadian sales abroad by about | 
1 1/2 percentage points to almost 9 per cent. There were increased sales of metals, such as iron ore, 
copper, aluminum and nickel. Non-merchandise transactions showed large but roughly equal increases of 
18 and 17 per cent in receipts and payments respectively so that the non-merchandise deficit of $8 
million remained substantially unchanged from the 1969 deficit of $11 million. Among the service items, 
the surplus on "other service" transactions and freight and shipping widened in total by $70 million 
while the travel and interest and dividend deficits rose altogether by $52 million. The surplus on 
inheritances and migrants' funds, due mainly to a drop of some 17 per cent in the number of immigrants 
from the United Kingdom, declined by $14 million. 

With the Rest of the Sterling Area the current account surplus more than doubled to $127 millior) 
from $55 million in 1969. This change arose from an increase of $125 million in the merchandise trade © 
surplus which was partially offset by a deterioration of $53 million in the non-merchandise balance. 
Merchandise exports for this group of countries increased impressively rising by 27 per cent over the | 
1969 level to $785 million. On the other hand imports registered only a moderate increase of 7 per 
cent to $629 million. Exports to India, Australia and Pakistan were up in total by over $100 million. | 
There were smaller increases in sales to South Africa, New Zealand and Singapore. More wheat was 
shipped to India and Pakistan with India also purchasing more lead, nickel and zinc. Shipments of 
motor vehicle parts and newsprint to Australia were also higher. Reductions in imports from Jamaica, 
Trinidad and the Trucial States partially offset an increase of $73 million in imports from Australia 
and Nigeria. The increase in imports from the latter country represented a resumption of crude petro- 
leum purchases following the end of the civil war. 
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As non-merchandise receipts remained in total unchanged at $273 million, the movement of DDS 
million in the non-merchandise balance to a deficit of $29 million was due entirely to the 21 per cent 
increase in non-merchandise payments which rose to $302 million. The service and transfer items contri- 
buted almost equally to the decline in the non-merchandise balance with official contributions increas- 


ing by $25 million followed by a narrowing of the surplus on interest and dividends and a Widening of 
the travel deficit together amounting to $29 million. 


With the OECD (Europe) group of countries total current receipts increased in 1970 by 33 per 
cent to $2,018 million while payments increased by only 10 per cent to $2,047 million. This resulted 
in the current account deficit falling by over 90 per cent to $29 million, the lowest deficit since 
1960. The merchandise trade surplus advanced more than five-fold to $420 million over the 1969 level 


-as merchandise exports increased by 34 per cent to $1,616 million while imports increased by only 7 per 


cent to $1,196 million. Exports to this group of countries burgeoned to meet the demands of expanding 
economies passing through a period of particular buoyancy. Of the sixteen countries within this group 
all except Austria recorded increases in their purchases from Canada. The largest gains were registered 
for Germany, the Netherlands, Belgium, Norway and Italy. More nickel, copper, iron ore, woodpulp, pig 
iron, zinc, barley and rapeseed were exported to this group of countries. On imports, Sweden, Germany 
and Finland registered increases totalling $50 million. Imports of fabricated iron and steel declined 
while small increases occurred in aircraft, office equipment, and agricultural machinery. 


On non-merchandise transactions where payments amount to over twice the receipts, the deficit 
rose by 6 per cent to $449 million despite an advance of 26 per cent in receipts to S402 million and a 
lower increase of 15 per cent in payments. An advance of $53 million in the deficits on travel and 
other services was partially offset by the reduction of $16 million in the freight and shipping deficit 
and by small improvements totalling $10 million in the balances on interest and dividends and transfers. 


With the Other Countries group total receipts from current transactions jumped by 37 per cent 
to $2,400 million, As total payments increased by only 10 per cent to $1,998 million the current 
account balance shifted from a deficit of $55 million in 1969 to a substantial surplus of $402 million 
in 1970. The $549 million gain in merchandise exports which rose to $1,983 million and which accounted 
for 85 per cent of the increase in total current receipts from these countries represented 28 per cent 
of the total increase in Canadian exports. Imports advanced by a moderate 6 per cent to $1,471 million. 
Over 30 per cent of the increase in exports to this group of countries came from sales to Japan which 
was experiencing buoyant economic conditions. 


Increases in sales to Japan were recorded for lumber, copper, nickel, iron ore, coal, woodpulp, 
barley and rapeseed, On the other hand Japan purchased less newsprint and aluminum. 


Exports to the U.S.S.R., consisting mainly of wheat, increased more than ten-fold or by over 
$90 million from the low 1969 level. There were export increases of $40 million and $35 million to 
Brazil and the United Arab Republic respectively. Smaller but relatively significant export increases 
of between $10 - $20 million were recorded with Yugoslavia, Syria, Algeria, the People's Republic of 
China, Indonesia, Venezuela, Cuba, Dominican Republic, Mexico and Puerto Rico. 


There were increased purchases from Japan which advanced by 17 per cent to $582 million, as 
well as from Columbia, Taiwan and Brazil, and lower imports from Mexico, the People's Republic of China, 
Venezuela and Panama. 


A rise of 30 per cent in non-merchandise receipts to $417 million and an advance of 24 per cent 
to $527 million in payments produced an increase of $8 million in the non-merchandise deficit which 
rose to $110 million. Official contributions to this group of countries increased by 61 per cent or 
$33 million, A total increase of $50 million in the deficit on travel, miscellaneous income transac- 
tions and personal and institutional remittances was more than offset by the improvements in the 
balances on interest and dividends and freight and shipping. There was moreover an increase of $20 
million in the surplus on migrants' funds brought about mainly through large per capita inflows of funds 
from a relatively small number of individuals arriving from these countries. 


Total current and capital account transactions by Canada with the United Kingdom and other 
overseas countries in 1970 resulted in net receipts by Canada of $782 million. The strength in merchan- 


dise exports described above was the principal factor in producing a current account surplus of $1,264 


million. Capital movements between Canada and these countries led to a net outflow of $482 million 
mainly to augment Canadian holdings of foreign currency held overseas. 
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Capital Movements 


The net movement of capital between Canada and other countries in 1970 produced an inflow of 
$233 million, a decline of $583 million from the 1969 level. Inflows of capital in long-term forms 
declined by $1,443 million to $814 million while short-term capital outflows fell by $860 million to 
$581 million in the year under review. The net capital inflow combined with the unprecedented current 
account surplus of $1,297 million and the initial allocation of Special Drawing Rights of $133 million 
to produce a record increase in net official monetary assets of $1,663 million. 


An $800 million drop in sales of new Canadian issues to non-residents to $1,269 million was the 
major factor in the decline in long-term capital inflows to $814 million. Other factors accounting for 
the reduced net inflow were a swing to repurchase balances from transactions in outstanding Canadian 
securities; an increase in retirements of Canadian securities held abroad; a smaller inflow from the 
liquidation of Canadian holdings of foreign securities as the rate of reduction decelerated and finally 
reversed late in the year; increased outflows for government loans and export credits; and a swing to a 
net outflow in the category "other long-term capital'' transactions mainly reflecting the repayments of 
bank loans from abroad. A significant increase in inflows for foreign direct investment in Canada pro- 
vided the only major partial offset. The effect of adjusting actual long-term capital inflows to re- 
flect the timing of security offerings is given in the accompanying statement which shows that deliv- 
eries exceeded offerings during the year by $348 million. 


Capital Movements in Long-term Forms Capital movements in short-term 
forms in 1970 gave rise to a net outflow of 
Adjusted to $581 million, compared to $1,441 million in 
F Actual reflect timing 1969, The outflow for the acquisition by 
Period , ; ; ; 
movement of security Canadians of foreign currency deposits and 
offerings other short-term funds abroad accounted for 
millions of dollars $376 million. Other significant outflows 
resulted from reductions in non-resident 
LOO See wre ieie eae oko + 1,654 +e 2G l94 holdings of Canadian treasury bills and 
DGD Bas oir oua Ot 6 ap Pay ap 2 miscellaneous finance company obligations 
LOWiO pou tewouensrete a + 814 ae AUGYS) and from the other short-term capital trans- 
actions category. The main inflows arose 
1969 AOR, =F 560 ar Byaill from increased non-resident holdings of 
TIE Os oot ar 532 are Ba commercial, finance company and other short- 
IEE (Oy oe ar SOME + 448 term paper. 
DO era ate + 569 FP EE553 | 
The total net capital inflow of : 
1970 TON Sectors or 644 oF 585 $233 million which occurred in 1970 was made 
TREO ee = 44 re preys up of outflows of $107 million represented 
leg LOFT e ap | dane; ap 517 by increases by the Canadian chartered banks. 
Vs Outs, 3 + 65 - 24 together with their domestic customers of 


net foreign currency claims on non-residents. 
and of inflows aggregating $340 million from 
all other transactions, The increase in the, 
banks' net foreign currency claims on non- | 
residents of $107 million reflected an inflow of $55 million from the United States and an outflow of | 
$162 million to overseas countries. Details appear in the following statement. The bank's net spot 
liabilities to Canadian residents dropped by $130 million reflecting on the liability side an increase 
in swapped deposits and a partially offsetting decrease in other deposit liabilities amounting together 
to $87 million while, on the asset side, a much larger increase of $217 million occurred. During the 
year the level of swapped deposits moved about quite irregularly from a low in July of $1,285 million 

to a high in October of $1,755 million and closed the year at $1,689 million. It should be noted that 
the banking guidelines which were introduced on May 3, 1968 were still current in 1970. These guide- 
lines were designed to ensure that the chartered banks would not be a channel for the outflow of funds 
from the United States which impaired the balance of payments position of that country without improv- 
ing Canada's external position. At the end of 1970 the Canadian banks had a net short spot foreign 
currency position overseas of $130 million and a net long spot foreign currency position in the United 
States of $2,251 million, which combined with a net short spot position to Canadian residents of $1,986 
million resulted in a net long spot position of $135 million. 
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Foreign Currency Assets and Liabilities of Head Offices and Branches in Canada 
of the Canadian Chartered Banks, 1968-1970 
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Net Transactions 


1968 1969 1 ee 1970 


millions of dollars 


Assets with residents of: 


United States .......... ec ppewry gases oD he ll Bay, 28 249 52 3,103 
Other countries .............. 737 1,405 1,380 283 356 82 659 4, 582 
Total non-resident ....... 905 DOIG OP i tee 384 331 711 7,685 
esa, 258, ) - °5G 215 217 73 104 1G Nests 1,207 
OCREOMIIPS, P52) >., JeRes TOMegEy SESS L ose en eg 488 475 607 8,892 


Liabilities with residents of: 


PIERROT OCCS MS. sec cess cece = 296 339 22 =""*61 92 5 46 852 
WENeEMCOUMELICS "ors «te. ce te 193 ibesYouil Ip ils! 2S 469 206 328 CE Pee 
ee ee ee ee a Se ee 
Tota! nonresident *...... 497 1, 700 1,240 154 561 151 374 5,564 
Canada - swapped deposits .. - 141 792 224 63 - 278 471 = 32 1,689 
oa other eoocerereerreeeeee 229 460 sd iKS)7/ ae 62 = 95 Bh vs il 1,504 
a a a ee ee ee ee 
BOUEPECAMAda ss ccccs ss (3) 88 TS252 87 1 - 373 492 == =33 37193 


OURIS) yess + ss Ceaele ss ea's 585 2,932 hey 4 55 188 643 341 Siar 


Net assets with residents of: 


WOTECUDCELES swecececes snes 464 476 - 55 - 301 - 64 304 6 eae 
MENGE COUNCELES .. 05+. 0 ee oO 44 162 68 - 113 - 124 331 Ret, 
Total non-resident ....... 408 520 107 =3233 =m), 180 337 Ppp A WPA 
ariel Aim els ee ct «o's o 9 6s rosea eo Lee ame a IC, 130 14 477 - 348 aneep.! = 1,900 
5 eerste reel 9) 266 See Ly Zor - 161 300 - 168 266 233 


Note: This statement shows the effect on Canada's balance of payments of foreign currency banking oper- 
ations of the Canadian chartered banks. As described on page 14 of the report for the second 
quarter of 1965, the amounts identified as (a) are embodied within item D 17.1 (e.g. this item 
in 1970 led to a net outflow of $324 million, reflecting an increase of $87 million in residents' 
holdings of foreign currency deposits with Canadian chartered banks in Canada and an increase of 
$237 million in the net foreign currency holdings of these institutions); the amount identified 
as (b) is embodied within items D 13 and D 17.5 (e.g. in 1970 as an aggregate inflow of $217 
million). These amounts in sum are equivalent to the $107 million outflow representing the 1970 
increase in the banks' net assets with all non-residents. The transactions figures are based on 
data published monthly in the Statistical Summary of the Bank of Canada, but have been adjusted 
so as to eliminate changes in value resulting from variations in exchange rates, It should also 
be noted that there is a discontinuity in the above series as gold assets and liabilities have 
been included with the foreign currency data up to the end of March 1968 and excluded thereafter. 
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Direct Investment 


Transactions affecting direct investment in foreign - controlled Canadian enterprises resulted 
in a net capital inflow of $290 million in the fourth quarter of 1970 and $760 million in the year as 
a whole, The United States continued to be the major contributor of direct investment capital to Canada 
with net flows representing about 70 per cent of the total although the level was virtually unchanged 
from the previous year. A significant development during the year was the sharply increased flows from 
Continental Europe, more than double the amount recorded in the previous year and representing about 
one fifth of the current total. Most of the net inflow was channelled into new capital formation and 
normal working capital requirements, however, over 20 per cent of the net flows represented special 
transactions such as the takeover of existing Canadian enterprises or assets by non-residents and the 
refinancing of facilities acquired or built in an earlier period. Refinancing was particularily prom- 
inent in 1970 and represented over half the net inflow to the petroleum and natural gas industry. 


A significant part of the net inflow was again directed to the manufacturing industry which 
alone received over 35 per cent of the total. Sharply increased inflows were recorded during the 
period to expand the pulp and paper making industry. 


The increase in Canadian direct investment abroad resulting from transactions during 1970 
amounted to $215 million. This net capital outflow represented a reduction from the previous year when 
the net outflow reached $255 million. 


A reduced net outflow to the United States combined with a net inflow from the United Kingdom 
to more than offset increased flows to all other countries. Net outflows to the United States which 
represented over 60 per cent of the total included large transfers in the first quarter from a Canadian 
concern in the non-ferrous metals industry to its United States fabricating subsidiary to repay bank 
borrowings incurred in the construction of a cold-rolling mill in that country. Transactions with the 
United Kingdom resulted in a net capital inflow and were dominated by the disposal in August of a major 
direct investment by Canadian Breweries Limited. Net outflows to Continental Europe were directed 
mainly to the manufacturing industry while net flows to all other countries were more evenly divided 
between the industrial sectors of the economy. 


Security Transactions 


Portfolio transactions in 1970 gave rise to a net inflow of $661 million down sharply from the 
$1,832 million inflow of 1969. Sales of new Canadian issues abroad of $1,269 million were the lowest 
since 1965 and the retirement of Canadian securities at $474 million the highest since 1966. This re- 
duced contributions from abroad in 1970 to Canada's net new supply of long-term portfolio capital to 18 
per cent from 52 per cent in 1969, Trading in outstanding Canadian securities was responsible for net 
outflows of $195 million, a change of $250 million from the previous year's inflow. Transactions in 
foreign securities also contributed to the reduction with an inflow of $61 million during 1970 compared 
to $106 million in 1969. The large scale inflows of 1969 continued in the first and second quarters of 
1970, but then changed abruptly to a net outflow in the third quarter. As the year progressed trading 
in outstanding foreign securities swung steadily from a net inflow of $116 million in the first quarter 
to a net outflow of $101 million in the fourth quarter. 


New Issues of Canadian Bonds Sold to Proceeds of $1,269 million from new 
United States Residents issues of Canadian securities sold to non- 
residents in 1970 were down sharply from 
meee Offer- De- Unde- the record inflow in 1969 of $2,067 million. 
ings liveries livered(1 This reduction must be viewed, however, in 
millions of dollars the context of unusual strength in the Cana- 
dian balance of payments. Massive accumula- 
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After inflows of $287 million and $444 million in 1968 and 1969, new Canadian issues placed in Germany 
totalled only $21 million in 1970, 
Foreign currency issues in 1970 represented a smaller proportion of net proceeds from abroad of 
all new Canadian issues than in previous years. In the fourth quarter especially, non-resident pur- 
chases of essentially domestic issues denominated in Canadian currency reached a high level, as Canadian 
dollar issues appeared attractive to non-resident investors. In 1970, Canadian currency issues repre- 


sented 9 per cent of total purchases by non-residents of new Canadian issues, compared with 5 per cent 
in 1969, 


A significant factor in the increased outflow for the retirement of Canadian securities held 
by non-residents arose from the government's efforts to minimize the reserve accumulation. The large 
increase in retirements of Canadian securities during the second quarter represented mainly the redemp- 
tion amounting to $106 million of an Italian currency note issued by the federal government in 1968 to 
increase foreign currency reserves. A tranche of almost one third was retired at maturity in May and 
the remaining two tranches in June, well ahead of their maturity dates, The effect of retirements and 
net purchases from non-residents of direct and guaranteed issues of the Government of Canada was a 
sizeable reduction - some $150 million - of foreign holdings of Government of Canada securities. 


New issues in 1970 were significantly less than in 1969 for all classes of securities except 
corporate bonds, which at $561 million were only down slightly from $571 million in 1969. Corporate 
issues, however, were inflated by the refinancing of a large outstanding bank debt into a bond issue, 
resulting in an offsetting effect, and therefore no net movement of funds in the balance of payments. 
Without this large security issue aggregate corporate issues purchased by non-residents would also have 
been down sharply from the previous year, 


New issues of foreign securities purchased by Canadians fell to $25 million from $43 million in 
1969, as no major offerings by foreign borrowers were made in Canada during the year. Estimated retire- 
ments of foreign securities held by Canadians of $9 million were also down from $35 million in 1969. 


Trading in outstanding securities during 1970 resulted in net purchases from non-residents of 
$118 million, compared with net sales of $169 million in 1969, The early part of the year was marked 
by the most protracted slide in stock prices experienced in recent years on North American exchanges, 
The decline in stock prices up to July was accompanied by consistent inflows from foreign security 
transactions and outflows from Canadian security transactions. As stock prices moved slowly upwards, 
however, Canadians became net purchasers of foreign securities, while the repurchase of Canadian secu- 
rities, from abroad continued at a reduced rate. 


Trading in Canadian securities resulted in net outflows of $195 million - of which equity trans- 
actions accounted for $155 million - compared with an inflow of $55 million in the previous year. The 
outflow was, in part, associated with the bear market as conditions of selling pressure tend to shift 
non-resident held Canadian securities into Canadian portfolios, 


The outflow from transactions in outstanding Canadian bonds and debentures, at $40 million, was 
also substantial. Net purchases of Canadian bonds from the United States of $68 million were offset 
somewhat by net sales to all other countries of $28 million. 


Transactions in outstanding foreign securities resulted in net inflows of $77 million, compared 
with a net inflow of $114 million in 1969. On a quarterly basis, however, net capital movements in 1970 
moved steadily from a net inflow of $116 million in the first quarter to an outflow of $101 million in 
the fourth quarter. United States equities dominated international trading in foreign securities, 
accounting for some 89 per cent of gross trading in foreign securities, and resulting in net sales of 
$87 million. 


A more detailed review of international security movements in 1970 will be found in the December 
issue of ''Sales and Purchases of Securities Between Canada and Other Countries" (DBS Catalogue No. 
67-002) which also contains information relating to international transactions in Canadian short-term 
money market instruments. 


- Other Capital Flows in Long-Term Forms 


Non-military assistance abroad by the Canadian government consists largely of payments of the 
regular assessments by the international organizations of which Canada is a member, official contribu- 
tions, intergovernmental loans, subscriptions to the capital of investment agencies and the extension 
of export credits. Both assessments and contributions form a part of Canada's payments on current 
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account, while other transactions, to the extent that they give rise to claims on non-residents, are 
mainly reflected in capital movements in long-term forms. 


Disbursements on intergovernmental loans extended by Canada in 1970 almost doubled to $112 mil- 
lion from the previous year. Over 80 per cent of this outflow went to Commonwealth Asian countries. 
Disbursements are expected to continue to grow in succeeding years as drawings so far constitute only 
a small but growing part of aid commitments. 


Subscriptions to the capital of intemational agencies in 1970 amounted to $30 million. This 
amount, made up of payments to the International Development Association, the Asian Development Bank, 
and the Caribbean Regional Development Bank, was paid in the form of non-negotiable non-interest bearing 
Canadian dollar demand notes for the first two institutions. Changes in the obligations to IDA and ADB 
are reflected in item D14.2 of the capital account covering Government of Canada demand liabilities. 


During the year Canada received higher repayments of $36 million in principal on intergovern- 
mental loans extended earlier. The increase of $14 million over 1969 reflected receipts of about $9 
million and $5 million from France and the Netherlands, respectively. These were the first principal 
repayments received frem these countries since 1962 when prepayments covering the period up to 1969 
were made to bolster Canada's foreign exchange reserves. Of the remainder $20 million came from the 
United Kingdom while $2 million was paid by Belgium. In addition to the repayments of principal, there 
were receipts of $23 million during 1970 on account of interest. These receipts form part of the 
current account item comprising Canada's receipts of interest and dividends. 


Receipts from the United States associated with the Columbia River Treaty amounted to $31 million 
representing a further annual maturity of the medium-term non-marketable United States government secu- 
rities acquired in connection with the Treaty arrangements. Holdings of these securities stood at US 
$24 million at the end of 1970. 


Export Credits(1) Extended Directly of Indirectly at Risk of the Government of Canada 
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(1) Medium and long-term. 


Transactions arising from the financing of medium and long-term export credits extended from 
Canada directly or indirectly at the risk of the Government of Canada resulted in a large net outflow 
of $136 million. This contrasted with the net outflow in 1969 of only $9 million and was attributable 
to a sharp increase in advances of export credits on wheat to Latin American and Middle Eastern coun- 
tries. Large net advances to Latin America and to a lesser degree Yugoslavia occurred in commodities 
other than wheat. Although centrally planned economies other than Yugoslavia accounted for large credit 
advances for the purchase of wheat, repayments of earlier loans ran slightly higher. 


The remaining capital movements in long-term forms, which include bank and other long-term loans, 
mortgage investments and movements of insurance funds, led to a net outflow of $181 million compared to 
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a net inflow of $69 million in 1969. The major part of the outflow was the result of changes in long- 
term liabilities of Canadian corporations to foreign banks, movements of insurance funds and Canadian 


dollar bank loans to non-residents which accounted for about $80 million, $45 million, and $35 million 
respectively. 


Capital Movements in Short-term Forms 


Capital movements in short-term forms (apart from changes in net official monetary assets) led 
to a net capital out flow of $581 million, some $860 million less than in 1969. 


Canadian dollar deposits of non-residents rose by $22 million over the year. Residents of the 


United Kingdom decreased their holdings by $34 million but this was more than compensated for by in- 


creases of $41 million and $15 million in the holdings of residents of the United States and all other 
foreign countries, respectively. At the year-end, deposit liabilities to non-residents aggregated about 
$770 million, of which some $490 million were held by United States residents, $65 million by United 
Kingdom residents, and $215 million by residents of other foreign countries. Government of Canada 
demand liabilities in the form of interest-free demand notes issued to international investment agencies 


declined by $11 million in 1970. The amount outstanding at the end of the year was approximately $7 
million, 


Increased foreign participation in the Canadian money market took place mainly in the second 
and fourth quarters, when large inflows more than offset a substantial outflow which had occurred in 
the first quarter of the year. These movements came mainly from transactions with United States resi- 
dents, The movements in the second quarter appear to have been motivated by a considerable premium on 
the forward Canadian dollar, while a narrowing of interest differentials in the fourth quarter (vis-&a- 
vis the Euro-dollar market in particular) resulted in a significant return on hedged investment in 
Canadian instruments, and produced a massive inflow through investment in high quality paper. It is 


interesting to note that in the fourth quarter sales of finance company paper to non-residents fell 


from the second and third quarter levels while repurchases and maturities were at their peak for the 
year. This development was in line with the sharp reduction in the outstanding amount of these instru- 
ments following a major strike affecting the automobile industry and its financing requirements. 


Transactions in finance company paper in 1970 resulted in net inflows of $208 million, and 
accounted for more than 50 per cent of trading with non-residents in all classes of paper. After a net 
outflow of $75 million in the first quarter, transactions in finance company paper resulted in substan- 
tial net inflows for the rest of the year. In the second quarter this class of paper appeared to be 
the most popular medium for arbitrage movements, resulting in net inflows of $174 million, mainly from 
the United States. The rate of inflow was sharply reduced in the second half of the year, and net sales 
of finance company paper to countries other than the United States represented the major portion of the 
net capital inflow. 


Gross trading in commercial paper increased more than three-fold from the 1969 level, and 
resulted in net inflows of $52 million, The increase in gross trading was largely due to increased 
international transactions in bankers' acceptances as the total value of bankers' acceptances outstand- 
ing grew from $174 million at the end of 1969 to $395 million by the end of 1970. The high quality 
characteristics of this type of paper attracted a large amount of capital from the United States in the 
fourth quarter, as the covered yield differentials apparently diverted funds from the Euro-dollar market. 


Transactions in other short-term paper, which includes notes of banks, mortgage loan companies, 
and junior levels of government were responsible for net inflows of $49 million during 1970. The same 
sort of movement occurring in commercial paper in the fourth quarter also took place in this class of 
paper, leading to net inflows in the fourth quarter alone of $61 million, and more than off-setting net 
outflows of $12 million earlier in the year. 


Non-residents reduced their holdings of Government of Canada treasury bills by some $73 million, 
Outflows occurred in each quarter, as yields on Canadian treasury bills were lower than on the equiva- 
lent instruments abroad. Almost all portions of the outflow occurred in trading with residents of coun- 


_tries other than the United States, who redeemed $69 million in Canadian treasury bills during the 
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course of the year, mostly in the third quarter. 


An increase by Canadian residents of their holdings of foreign currency bank balances and other 
short-term funds abroad produced a net capital outflow of $376 million in 1970 compared to the build-up 
in 1969 of $1,604 million. A rise of $107 million in the Canadian chartered banks' foreign currency net 
asset position with non-residents was a principal factor in this movement. 
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A significant increase in Canadian residents' holdings of foreign currency swapped deposits 
with the chartered banks during the year more than offset a reduction in their holdings of other for- 
eign currency deposits. 


There was a net decrease in non= 
resident claims on Canadian finance compa- 
nies in the form of bank loans and inter- 
PRIVATE FOREIGN CURRENCY HOLDINGS company accounts totalling $79 million in 

MILLIONS OF DOLLARS 1970. All other transactions led to a net 
capital outflow of $373 million, an increase 
of $144 million from the 1969 disbursement 
figure. The identified items included in 
this account demonstrated widely divergent 
movements during the year. Recorded trans- 
actions related to intercompany accounts 
receivable showed significant outflows while 
there were, on balance, large inflows arising 
from increased bank loans. However, the 
largest component in 1970 comprised the 
balancing item representing the difference 
between the direct measurements of the cur- 
I963 1964 1965 1966 1967 1968 1969 1970 rent and capital accounts. This item 
amounted to a net payment balance of about 
$400 million in the year. 


Official International Monetary Assets and Liabilities 


Canada's net official monetary assets totalled US $4,679 million at December 31, 1970, an in- 
crease of US $1,574 million over the year. The large increase in reserves of US $978 million during 
the first five months of the year and the monetary problems associated with financing any further sub- 
stantial accumulation led to the announcement by the Minister of Finance on May 31, 1970 that the 
Canadian authorities would no longer peg the Canadian dollar to within one per cent of its par value 
of 92 1/2 US cents. However, even with a floating exchange rate net reserves registered an additional 
US $596 million increase over the remaining seven months. In part this was due to swaps and forward 
transactions as the Exchange Fund had acquired by May 31, 1970 US $360 million for future delivery. 
These fell due in the remaining months of the year and resulted in an equivalent increase in reserves, 
In addition, the Exchange Fund undertook transactions for the purpose of moderating movements in the 
exchange rate also resulting in some net addition to the reserves. 


Holdings in United States dollars in- 
creased by a record amount of US $1,278 million 
over the year. The largest part of the increase 

NET OFFICIAL MONETARY ASSETS amounting to US $782 million occurred before the 
Gein eee anake unpegging of the Canadian dollar in May. 

5S p00l 
Holdings of other convertible currencies 
5,000 + increased by US $2 million to a level of US $14 
million at the end of the year. There were, 
however, relatively large variations in holdings 
4,000 |- during the year with a peak in May equivalent to 
USMS jaimaalelaone 
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Canada's reserve position with the IMF 
totalled US $670 million at the end of the year, 
2.500 an increase of US $192 million over the year. 
As of December 29, 1970, Canada's IMF quota was 
SS increased by US $360 million to US $1,100 million. 
Twenty five per cent of this increase was paid 
LT) I a VT eT in gold, leading to a reduction of US $90 million 
1966 1967 1968 1969 in the gold holdings of the Exchange Fund Account, 
and to an equivalent increase in Canada's reserve 
position in the IMF, The remaining portion of 
the quota increase was paid in Canadian currency. Apart from a growth of US $90 million due to Canada's 
new IMF quota, Canada's IMF position rose largely due to drawings of US $186 million in Canadian dollars | 
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by IMF members as well as by the IMF to finance gold transactions. However the effects of these trans- 
actions were partially offset by other countries! repayments in Canadian dollars and the purchase of 
gold and Special Drawing Rights by Canada in the first and third quarters, respectively. In the first 
quarter of the year Canada had augmented the Fund's Canadian dollar resources by making a loan to that 
institution under the General Arrangements to Borrow equivalent to US $24.5 million. 


Holdings of gold decreased by US $81 million over the year to US $791 million. In addition to 
the transaction involving Canada's IMF quota increase, a sale of Canadian dollars was made to the IMF 


for the equivalent of US $8.8 million in gold during the first quarter of the year. 


Canada's holdings of Special Drawing Rights amounted to the equivalent of US $182 million at 


_the end of the year. Included in this total is an amount of US $124 million, representing Canada's 


share of the US $3.5 billion of SDR's which the IMF allocated to participating member countries on 
January 1, 1970. A further US $36.4 million of SDR's was purchased from the IMF in the third quarter 
of the year. Various other sales to member countries accounted for the remainder with the exception 
of US $2 million which came to Canada as an earning on its net IMF position, 


Canada's official monetary liabilities dropped from a level of almost US $1 million to a negli- 
gible amount during the year. 


The total of the above transactions led to an overall increase in Canada's net official monetary 
assets during the year expressed in Canadian dollars of $15663 million: 


The freeing of the Canadian dollar from a fixed value in terms of other currencies followed 
more than six months of strong upward pressure in the foreign exchange market. Spot Canadian dollars 
had been on or near the effective ceiling of about 107.25 Canadian cents for one United States dollar 
since last December, Since it was freed at the end of May, the spot value of the Canadian dollar on 
the foreign exchange markets has shown marked appreciation. The spot value of the United States dollar 
on the Canadian exchange market closed the year at 101.13 Canadian cents. During the year the Canadian 
dollar traded in a relatively wide band between 100.94 and 107.47 cents for US $1.00. After the large 
initial appreciation in June, the spot value of the Canadian dollar increased to a lesser extent in the 
remaining two quarters, 


The forward Canadian dollar for delivery in 90 days went to a premium in April ‘of 1970. *The 
premium reached a peak of about 1.40 per cent (rate per annum) in June after the unpegging of the dollar 
and then fell, as the spot rate rose, to reach a negligible discount in the last week of December, 
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STATISTICS OF THE CANADIAN 


BALANCE OF INTERNATIONAL PAYMENTS 


TABLES 


Line 
No. 


NODUNL WP 


i 
ow 


11 


ip 


23 


24 
25 
26 
27 
28 
29 


30 


ot 


32 


ACCEs 
No. 


7 
(part)11 


12 


(part)11 


i 
(part)11 
9 


12 


4 


oes 


TABLE 1. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS (1) 


Current Account 
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Merchandise exports (adjusted) (2) 
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Service receipts 
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(1) Data for 1968 are mostly final, those for 1969 and 1970 are preliminary. 


(2) Trade of Canada figures with certain valuation and timing adjustments appropriate for 


1968 1969 


millions of dollars 
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balance of payments - see Table 6. 
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(3) Personal and institutional remittances include pension payments. 
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TABLE 1. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS (1) 
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270 
349 

1,058 


D083 


101 
24 


5,708 


3,875 


873 
Bo 
262 
455 
1,442 


Sys hy/ 


49 
48 
42 


5,456 


+ 650 


i 
i) 
Ww 
e 


D2 


4,048 


22 
641 
123 
274 
352 

1,412 


5,460 


122 
25 


5,607 


5 Si E7) 


552 
353 
265 
458 
1,628 


4,945 


62 
43 
79 


Bho LAS, 


a= (fst 


+ 478 


Current Account 


4,332 


22 
L79 
JESS) 
270 
339 
967 


5299 


93 
26 


5,418 


B42 


230 
431 
260 
489 
1,410 


4,752 


58 
47 
49 


4,906 


+ 990 


ae only 


line was included in "all other current'' transactions. 


3, O37 


120 
978 
353 
891 
840 
Sos 


16,719 


370 
95 


17,184 


12,162 


1,008 
1,259 

931 
1,441 
4,639 


16,801 


209 
148 
133 


Wy ADIL 


else 


- 107 


14,874 


108 
1,074 
414 
936 
230 
3 AGT 


18,641 


363 
91 


195,095 


14,014 


+ 860 


1970 


AGcts 
No. 


7 
(part)11 


Line 
No. 


Prior to 1 Quarter 1970 publications, the total of this 


«= 26e = 


TABLE 1. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS(1) - Concluded 


Capital Account(4) 


: 1968 1969 
Line Acct: 
No Item 


millions of dollars 


Direct investment (5) 


33 lie VOENEGE. ooo moons ae ; eR ic 53 |) + 225 \) + 137 i) +el7> te doe + 233 
34 Abroad : ; 88] - or] <=" 520 |) =sL bin) -52 - 103 
Portfolio transactions 
Canadian securities 
35 : Outstanding) bonds*.’.... «<i. 3 S3uio= LIN is=) 130) o- eee eo eee - 6 
36 Outstanding stocks «1... + oe 1638 34a Re 10%) ee neon + 44 
37 MEN BUSES: Goo uoGbouoodds z Ae z See 403} + 708] +440] + 366] + 616 + 516 
38 Retirements . 3 Be , BOE 139%] = 135|84= 395\) =SllS |e = oe - 124 
Foreign securities 
39 Outstanding issues ....... Naieratate P Te aes) Sl > Ue) oS =a 
40 New LSGuesreirecicisas osicle octets oercieteletalsictsie stoneneele vas P 234 pe LOM Een |e eo ll 21 
4l Retirements ....... sondonocoodoas se HO ce a) 8 fe eae + 19 
Loans and subscriptions - Government of Canada 
42 EGMWEINANS. Gin oasc. cb ado OOODOG6 b JoOtCO OD OOODOOcDODAOUt : 10] - Stl =. LE) Relea = Fake - 43 
43 Repayments ...... _ PRS Act eters - 2. + 2 + il - - Z 
44 Columbia River Treaty ... Stokoe 3 : : P - - - + 88 = - 
45 Export credits directly or indirectly at risk of the 
Government of Canada A554 AS a ee Ot ewe LS RS eras - 30 
46 Other long-term capital transactions ; atic 21) # S8t + L210 ee “91 [Pes + 51 
47 Balance of capital movements in long-term forms 
(Lines 33-460. cons colon eee ieee cae « ek teas eee 165] + 749) + 373] +°367 | + 500)" soe 
48 ° Resident holdings of foreign bank balances and other short- 
Herm sLund's abr Odd Wreeteretsietel «rst chev cisrs ctoteralotelcrstelerebere cietel chats ievshsteiale 99} + 10] - 170 - 142] - 156 - 568 
Non-resident holdings of Canadian: 
49 DOlVargdeposmes wens see sce cote BA Si) + Ai 4) ee 854) eee +e 
50 Government demand liabilities AAC - i Cees coe tples PN) oe - 30 
51 Treasury billisn cc istersiers aye ois avefepeiore aac + 23 He ELE Be Sees - 10 
52 Commercial paper ere ss <is\e 01 s.6 efovere ers : ° sete - - a 25/0 i} = 1 + 23 
38) Finance Company, paper) eeliserdem ee sieece ce aseore GO|) co sey) oO Sy - + 159 + 71 
54 Other ‘short-term paper <sicrsists oo acisie svelse'e occteele cleie eee) oi shatereye sie. ee 7 fe LA = OL Ge On ee - 21 
55 Other finances company (obli cat tonsus ise eitelele cele ctelerettsiero re 6) = Gi = °2:)) Seo 34 ee e23 + 28 
56 Other short-term¥capital transactions (6)) \ scicleecics cisls e clele ale eee PLN wa S97 = 332), s+ 17S) = soe + 221 
Ou Balance of capital movements in short-term forms 
GUEENSS LEB) Go osboosnoodbobc fetes he 702| - 144) - 524) +172] - 334 = 261 
58 Totals net ‘capital balance (alates. ese! é F F 537 + 605 - 151] + 539 + 226 + 271 
59 AlVocation of Special Drawing Rights @..«-c<cece see eee eee coe coe eee 
Net official monetary movements (7): 
60 Official international reserves . BE DODORL 009. GOOCCAC ° 495] + 486 + 28}, ---331 - 38 - 54 
61 Official monetary liabilities .. aheletercletolctstere cietaielaterstatereys 269} + 134] + 134 - = Z 
62 Nettofficialamonetary assetswecs css cele acto ciotete oe a oltelotcieates 764 | “4+ 6201) -4 162 |: ep 33h eee - 5 


(4) A minus sign in Accounts D and E indicates an outflow of capital from Canada and represents an increase in holdings of 
assets abroad or a reduction in liabilities to non-residents. 
(5) Exclusive of undistributed profits. 


+.) 79 + 137 
=i ae 75 
=> We + 3 
- 4&4 - 24 
+ 565 + 370 
- 53 = 135 

65 + 105 
= 5 - 6 
+) 22 + 3 
- 415 = 20 

= + 20 

- + 32 
see eT, + 27 
- 8 + 82 
+ 596 + 569 
- 621 - 259 
ay ae + 50 
ca Xl - 3 
+ 13 + 19 
= + 35 
wd + 17 
<3 35 + 25 
15 3 + 62 
+ 88 - 181 
- 611 - 235 
= 5 + 334 
- 5 + 162 
Swe, + 162 


(6) Includes balancing item representing difference between direct measures of current and capital accounts and embodies 


errors and omissions from both accounts. 
(7) For detailed composition of official monetary assets see Table 4. 


--. Not applicable. 


TABLE 1. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS(1) - Concluded 


Capital Account (4) 


=] -= 


+ 200 
- 150 


+ 644 


+ 206 


- 305 


Se 2)5}S) 


42 1/33 


ar Say) 


oped 


1968 1969 
Cetus ee ea 


millions of dollars 


+ 


+ 


+ 


Sy) 


37 


29 


44 


++ 


+ 
+ 
+ 


115 


67 


52 


149 


470 


225 
1 
226 


Sa 


290 


1 
fo) 
oO 


Ol az 

ie) 
on 
Wo MY 


101 


- 150 


- 107 


+ 129 


eo 


+ 


Ue cam ok 


' r++++ 


ae 


+ 


590 
225 


114 
DOL 


420 


88 


29 


182 


1,654 


401 


350 
1 
349 


¢ 655 
- 255 
es 2 
eS 
+ 2,067 
- 396 
Fagad be 
- 43 
+ (35 
Seren 
Peewee 
$y, 232 
- 9 
+ 69 
Eee by) 
- 1,604 
+ 60 
~t 134 
+ "35 
re) 
+ 176 
- 3 
+ 116 
229 
- 1,441 
leis 
+ 65 
eae 


1970 


+ 


+ 


+++ 


+ 
+ 
+ 


760 
215 


136 


181 


376 


22 
pial 
73 
52 
208 
49 
79 


373 


581 


233 


1,662 
1 
1,663 


ACGES 
No. 


nla 


12 


13 


bel 


ial 


Line 
No. 


33 
34 


33 
36 
3 
38 


SS, 
40 
41 


42 
43 


44 


45 


46 


47 


48 


49 
50 
51 
52 
33 
54 
55 


56 


57 


58 


Sh) 


60 
61 
62 


Sy 


TABLE 2. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Current Account - Seasonally Adjusted 


Line | Acct. 


Item 


millions of dollars 


A Current receipts 


il 1 Merchandise exports (adjusted)(1) ......... 3,240 3,348 3,389 3,560 


Service receipts 


2 3 Gold production available for export .. a2 27 31 30 
$ 4 THAVeL, Wercretete 242 252 246 238 
4 5 Interest and dividends . 72 86 100 95) 
5. 6 Freight and shipping ...... Ae 217 221 225 228 
6 \(part)11 Other service receipts 205 209 211 215 
7 Total service receipts 768 US: 813 806 
8 Sub-totals, exports of goods and services ... 4,008 4,143 4,202 4,366 
Transfer receipts 
Q 7 Inheritances and immigrants' funds . 78 91 108 93 
10 {(part)11 Personal and institutional remittances(2) ........... 23 24 24 24 
val NW Total current receipts ... - 4,109 E20 4,334 4,483 
B Current payments 
12 it Merchandise imports (adjusted)(1) .. 2,965 2,912 3,008 35.277 
Service payments 
13 4 Travel 246 Zo 269 262 
14 5 Interest and dividends . 304 322 325 308 
15 6 Freight and shipping Za 230 231 243 
16 \(part)11 Other service payments 354 353 356 378 
17 Total service payments ih dbspe 1,136 Test Ligon 
18 Sub-totals, imports of goods and services ... 4,096 4,048 4,189 4,468 
Transfer payments 
19 Tl Inheritances and emigrants' funds .. 5y7/ 56 47 49 
20 \(part)11 Personal and institutional remittances (2) 36 35 Be es) 40 
21 9 Official contributions . 25 30 41 37 
22 12 Total current payments ; 4,214 4,169 dan Shah 4,594 
(e Current account balance 
25 l Merchandise trade .... aie Zap: + 436 ay Skil 7208 
Service transactions 
24 Gold production available for export SZ ap Pi ae Oeil +5730 
25 Travel te 5 = 4 + 21 = | 23 - 24 
26 = 232 = 236 =) - 213 
27 Freight and shipping ...... x - 10 a =a = dp 
28 Other service transactions ... : - 149 - 144 - 145 = 163 
29 Total service transactions - 363 - 341 - 368 =302 
30 Balance on goods and services .... : =. 9 teks} ap WE: ae hs! = 102 
ait Net transfers 2.i<..- = ily = 6 te 7 - @ 
ay 4 - 105 +89 +> 20 - 111 


(1) Trade of Canada figures with certain valuation and timing adjustments appropriate for balance of payments. 


=. 99) = 


TABLE 2. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Current Account — Seasonally Adjusted 


millions of dollars 


A 
3,718 3,614 3,637 3,905 4,261 4,250 A eyil 4,179 l 1 
30 28 Dy 23 24 26 22 23 3 2 
255 268 263 288 306 302 291 320 4 3 
97 115 103 99 12d 126 142 124 5 4 
230 235 225 246 264 264 262 258 6 5 
283 298 312 342 326 339 358 354 ((part)11] 6 
895 944 930 998 1,041 OSU 1,075 1,079 7 
-4,613 4,558 4,567 4,903 5,302 5,307 5,226 5,258 8 
88 90 86 99 101 92 96 99 7 9 
22 23 23 23 24 24 25 26 ((part)11} 10 
4,723 4,671 4,676 5,025 Beli 5,423 5,347 5,383 12 ll 

B 
3,448 3,450 3, 503 3,613 3,559 3, 586 3,506 3,188 l 12 
304 323 343 322 339 360 386 369 4 13 
325 335 333 352 414 365 391 354 5 14 
241 256 239 255 260 251 253 248 6 15 
399 413 432 450 441 453 469 495 (part)11] 16 
1, 269 1327 TSG, 1,379 1,454 1,429 1,499 1,466 19 
4,717 Lox Td. 4,850 4,992 5,013 Sy (0S 5,005 4,654 18 
48 48 49 49 51 53 53 54 7 19 
43 41 43 45 44 47 45 48 \(part)11} 20 
29 37 38 40 43 34 68 56 9 21 
4,837 4,903 4,980 5,126 Bil Sl 5,149 57h 4,812 12 22 

G 
+ 270 + 164 + 134 + 292 + 702 + 664 + 645 + 991 1 23 
+ 30 + 28 + 27 + 23 + 24 + 26 + 22 + 23 24 
- 49 - 55 - 80 - 34 - 33 - 58 =10595 - 49 25 
- 228 - 220 - 230 - 253 - 293 - 239 - 249 - 230 26 
- ll - 21 - 14 - 9 + 4 + 13 fe 10 27 
- 116 - 115 - 120 - 108 - 115 - 114 - 111 - 141 28 
- 374 - 383 - 417 - 381 - 413 - 372 ~ 424 - 387 29 
- 104 - 219 - 283 - 89 + 289 + 292 + 221 + 604 30 
- 10 =— 13 - 21 - 12 - 13 - 18 - 45 - 33 31 
- 114 - 232 - 304 = 101 + 276 aE ogy + 176 + 571 4 32 


(2) Personal and institutional remittances include pension payments. Prior to I Quarter 1970 publications, the total of this 


line was included in "all other current" transactions. 


=. 308:= 


TABLE 3. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


By Area 
1969 
Item 
g 
millions of dollars 
United States 
Merchandise exports (adjusted) .... 2,053 eso De ATC) 250952 2,459 2,666 
Non-merchandise receipts (1,4) 378 573 891 Sid 457 658 
Total current receipts PoESy 2,925 3,070 35043 2,916 3,324 
Merchandise imports (adjusted) 2,076 207 2,019 2,465 2,454 2,677 
Non-merchandise payments(1) 803 894 932 894 880 989 
Total current payments 2,879 37 20L 2,951 3,359 3,334 3,666 
Balance 
Merchandise trade = 23 + 45 + 160 + 67 + > = AL 
Non-merchandise trade - 425 - 321 - 4Al - 383 - 423 - 331 
- 448 - 276 + 119 = 316 - 418 - 342 
Capital movements( 2) 
In long-term forms ae dear ar Sxsh5) + 281 + 341 + 376 +35, 
In short-term forms - 548 tS SSS) = Y/N 230 - 160 + 207, 
Total net capital balance = APL + 146 = 432 ae S/d 216 + 634 
United Kingdom 
Merchandise exports (adjusted) 295 319 323 303 289 290 
Non-merchandise receipts(1) 86 99 102 93 112 133 
Total current receipts 381 418 425 396 401 423 
Merchandise imports (adjusted) 160 180 161 181 eyp 231 
Non-merchandise payments(1) D7; 108 149 118 105 136 
Total current payments Zoi, 288 310 299 27) 367 
Balance 
Merchandise trade ara SY) + 139 + 1162 tae + 117 + 59 
Non-merchandise trade ie lel =) 2g, = hy 3s + 7 - 3 
Current account balance Se UDA + 130 se TS} ip SY + 124 56 
Capital movements(2) 
In long-term forms a aw te 47 - 24 mee eis + 10 + 11 
In short-term forms = tlie = eke} = 26 25 - 348 - 654 
7G! =a = 50) = cs - 338 - 643 
Rest of the Sterling Area 
Merchandise exports (adjusted) 134 167 165 149 142 155 
Non-merchandise receipts(1l) .......--. 45 58 70 62 oH 72 
Total current receipts 179 225 235 Tt 193 227 
Merchandise imports (adjusted) ... ai 110 130 140 95 151 
Non-merchandise payments(1) 39 61 55 47 53 76 
Total current payments 116 7A 185 187 148 225 
Balance 
Merchandise trade .. + 57 + 57 + 35 + 9 + 47 + 4 
Non-merchandise trade + 6 - 3 + 15 aes NS = 2 = ee 
OS re 54 oe he) oy week + 45 - 


See footnotes at the end of table. 
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TABLE 3. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


By Area 


1969 
1968 1969 1970 
No. 


millions of dollars 


2,436 26988 Pia Bohs, Ws Sail 229 2,804 SANS 10,499 
946 604 510 Pfs) 1,066 634 Zoo 2,665 
35382 3,942 3,149 3,696 SEDO > 3,438 11,469 13,164 
2,290 2o7 Li 2,464 Do EE) 2,284 2,264 8,867 LOpili3 2 
1,018 986 979 1.023 Od 1,026 3h 52S S38ilo: 
3,308 35,697 3,443 3,822 3.365 3,290 12,390 14,005 
+ 146 227, ly. + 182 + 245 + 540 ahs 249 ar 367 
= 12, - 382 - 469 - 308 =f5 B35) - 392 = LEO - 1,208 
74 ley - 294 - 126 = a ANG) + 148 - 921. - 841 
+ 467 + 432 OS + 104 fee 22) =r ff) re aloe ts OS2 
- 498 - 159 =D + 436 - 399 - 129 =) Leo -~ 540 
=m LL a PeihS: + 412 + 540 - 187 - 50 - 136 tL 092 
212 269 335 415 368 386 1, 240 1,120 
140 148 139 155 163 170 380 D538 
412 417 474 570 DS 556 1,620 Gps 
203 180 168 201 181 182 682 786 
174 129 128 160 210 137 472 544 
377 309 296 361 39u Sul 1,154 L330 
Sao + 89 + 167 + 214 mie tey7/ + 204 + 558 ar 334 
ee OE + 19 tel - 3 = 38 - 92 - ll 
ce St) + 108 ar As: + 209 + 140 ap PAShih + 466 =f 323 
- 24 eo) OD a aye] 36 - 7 + 67 ae 56 
- 275 - 76 - 55 - 79 + 251 - 362 - 417 = de SS 
- 299 - 17 + 10 - 24 + 287 - 369 - 350 a ee A2 7 
165 156 181 186 2A 203 615 618 
79 7d 59 67 79 68 235 273 
244 227, 240 253 294 27 850 891 
168 17.3 108 189 159 L73 457 587 
62 58 67 68 93 74 202 249 
230 234 175 PSY f ZZ, 247 659 836 
- 3 =) 17, 4+ 73 - 3 OG + 30 + 158 + 31 
a pend 7 spel - 8 - 1 - 14 - 6 a 33 + 24 
+ 14 - 4 + 65 ees + 42 + 24 + 191 + 55 


TABLE 3. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS - Concluded 


No. Item 


Other OECD (Europe) (3) 
Merchandise exports (adjusted) 


Non-merchandise receipts (1) 
Total current receipts .. 


Merchandise imports (adjusted) ....... 
Non-merchandise payments (1) 
Total current payments 


Balance 
Merchandise trade ....... 
Non-merchandise trade ..... 
Current account balance . 


Other Countries 
Merchandise exports (adjusted) 
Non-merchandise receipts (1) 
Total current receipts 


Merchandise imports (adjusted) 
Non-merchandise payments (1) 
Total current payments 


Balance 
Merchandise trade ..... 
Non-merchandise trade 


All Countries 
Merchandise exports (adjusted) .:...ce-cescece 
Non-merchandise receipts(l, 4) ... 
Total current receipts 


Merchandise imports (adjusted) . 
Non-merchandise payments (1) 
Total current payments 


Balance 
Merchandise trade 
Non-merchandise trade . 
Current account balance . 


Capital movements 
In long-term forms 
In short-term forms 
Total (netveapital balances. cisc cis cisis «olere 


Allocation of Special Drawing Rights ....... 


Net official monetary movements 


(1) Including transfer receipts/payments. 


Be oS 


By Area 


203 
57 
260 


181 
140 
321 


= 22 
= fs 
= ol 


1968 


cml 

vo 
rs 
un 


+1 + 
arn 
off 
Af Oo 


Sit 


456 


314 


fh op 
wr 
eS 
wo 


Tet: 
Uw 
RN 
Pw 


296 
66 
362 


285 
158 
443 


ays at 


1969 


millions of dollars 


263 
64 
327 


214 
152 
366 


+ 


aa 


85 


(2) Capital movements by area on a quarterly basis are available at this time only for Canada's transactions with the United 


States and the United Kingdom. 
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TABLE 3. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS — Concluded 


By Area 


millions of dollars 


305 320 351 419 388 458 W051 1,203 1,616 | 34 
90 79 92 106 112 92 274 "320 "402 | 35 
395 399 443 525 500 550 1,325 15523 2,018 | 36 
283 314 238 317 Bid 330 941 go? 1,196 | 37 
217 197 189 207 259 196 621 742 851] 38 
500 ee. Sl 427 524 570 526 1,562 1, 864 2,047 | 39 
+ 22 + 6 + 113 + 102 + 77 + 128 + 110 + 81 + 420] 40 
=ael27 - 118 s Oy - 101 3 Ay - 104 = 347 = 499 - 449] 41 
- 105 - 112 + 16 + 1 sO + 24 Sky - 341 - 29 | 42 
367 370 430 524 548 481 1 Sus 1,434 1,983 | 43 
86 85 86 114 117 100 285 322 417 | 44 
453 455 516 638 665 581 1,800 1,756 2,400 | 45 
368 376 327 369 382 393 1,215 1,387 1,471 | 46 
120 110 124 123 149 131 311 424 527 | 47 
488 486 451 492 531 524 1,526 1,811 1,998 | 48 
ee oi 4G + 103 + 155 + 166 + 88 + 300 ef 47 + 512] 49 
= 34 25 = 3ir -~ “9 5 8 = Sal = 26 =F) 102 =- 110] 50 
= 35 = Bil + 65 + 146 + 134 + 57 + 274 = 55 + 402] 51 
3545 4,053 3,936 L525 4,048 ie 339 13,537 14,874 16,841} 52 
1,368 1,009 911 183 1,559 1,086 3,647 4,221 4,739 | 53 
4,913 5,062 4,847 5,708 5,607 5,418 17,184 19,095 21,580] 54 
35312 3,754 3,305 3,875 Beek) 3,342 12,162 14,014 13,839 | 55 
12591 1,480 1,487 1,581 1,812 1,564 5,129 5, 832 6,444 | 56 
4,903 5) aA 4,792 5,456 5,129 4,906 17,291 19, 846 20,283 | 57 
+ 233 299 + 631 + 650 + 731 + 990 + 1,375 + 860 + 3,002 | 58 
=) PME} - 471 - 576 - 398 253 - 478 = 1) fA) = Gait =, 705 | 29 
+ 10 - 172 + 55 + 252 + 478 + 512 - 107 ffs) + 1,297 | 60 
+ 596 + 569 + 644 - 4 + 149 + 65 + 1,654 = eee RH! + 814] 61 
~ 611 - 235 - 305 + 573 - 401 - 448 - 1,198 = 1441 - 581] 62 
= 15 334 + 339 + 529 e252) = 383 + 456 + 816 + 233 | 63 
one fers + 133 - - = Note Bi + 133] 64 
oy nS + 162 + 527 + 781 + 226 + 129 + 349 + 65 + 1,663 | 65 


(3) Includes Austria, Belgium and Iuxembourg, Denmark, Federal Republic of Germany, France, Greece, Greenland, Italy, Nether- 
lands, Norway, Portugal, Spain, Sweden, Switzerland and Turkey. Finland included as of January 1970. 
(4) Gold production available for export has not been allocated on a bilateral basis but is included in the total for all 


countries. 
-.. Not applicable. 


No. 


10 


11 


12 


13 


(1) 
(2) 


<n 


TABLE 4. CANADA'S OFFICIAL INTERNATIONAL MONETARY ASSETS AND LIABILITIES 


1968 1969 


Item 


millions of United States dollars at end of period 


Assets 


Official holdings of foreign exchange 


WAS Ghia Seon ono aed. aptokc 
Other convertible currencies ......... 


Monetary gold .....--«e- 2 MOC, COICO 
Special Drawing Rights ........+.-+. 
Reserve position in IMF Sictelereleleleler elev 


Total official international re- 
SELVES (1) motel eicheleleicierelerele eiere sboleusigieys'o 


Liabilities 


User o£ IMP credLt(2)ie 5.1 acces eiceleneie serie 


Foreign exchange deposit liabilities ... 


Reported use of central bank reciprocal 
eredity faci UL tles ma cveiteciidnspati eerie 


Total official monetary liabilities 


Net official monetary assets sora... - 


Change in millions of Canadian dollars 


Change in Assets and Liabilities 


Total official international reserves(3) - 495 + 486 ip Ass ae Stell - 38 


Total official monetary liabilities(3) - 269 ae 1S¥A + 134 - - 


As published by the Minister of Finance. 
Transactions with the IMF when that institution holds Canadian dollars in excess of 100 per cent of the Canadian quota. 


Pays) 
15 


866 


Bysie 


2,961 


2,960 


- 54 


- 350- 


TABLE 4. CANADA'S OFFICIAL INTERNATIONAL MONETARY ASSETS AND LIABILITIES 


1969 


No. 


millions of United States dollars at end of period 


1,668 


2,995 


Change in millions of Canadian dollars 


as) + 162 ae + 781 + 225 +29 +59 +539 +35 
= eS - + i - - - = 


(3) These totals appear as items H4 and H5 in Table 1. 
--. Not applicable. 


i 


2 


- 
Ww 


aaGae 


TABLE 5. CANADA'S GENERAL ACCOUNT WITH THE INTERNATIONAL MONETARY FUND (1) 


Canadian assets 


Canadian liabilities 
(equals IMF holdings of Canadian dollars) 


2 Canada's 
Transactions Transactions nee 
b 
fcrai alance 
5 Total : - P aaa with 
Subscrip- , Foreign currencies Canadian dollars liabil- 
; assets | Subscrip- ole IMF (2) 
eae tions and SS 
IMF 


loans 


Drawings Re- Drawings Re 

ua s 

(Quota) by Caaads payments by other pasicnta 
(-) countries(- 


millions of United States dollars 


1947-1966 .... 740.0] 50.0 790.0 605.0 300.0} = 245.7 - 949.4 570,11 6le5 (3) 34 teo 448.5 
1967 ..+2-eee- SSE O 775.0 58 Ie, = 3050 45.1 341.6 433.4 
1968 ..-.seeee =3540 740.0 213530 426.0] - 64.8 = ee 1e3 1-284) D3aae 206.2 
1969 ..-.-20-- 95.5 835.5 65.5 - 293.5 G32 8.4 357.4 478.1 
1970 ....--26 360.0] 24.5 [1,220.0 294.5 - 186.0 40.3 | 44.2 550.4 669.6 
1968 easton: 23550 740.0 = 580) 426.0 a8 739.9 0.1 
i gies a8 740.0 = og 618.9 OL il 
i eee 740.0 - 64.8 554.1 185.9 
Var ers 740.0 Says = Aa) Sse’ 206.2 
19699 IO. ee 74.0.0 = SEO 518.8 202 
1g es, eee 40.0 780.0 40.0 SLOSS 2.5(3)| 457.8 30080 
Lira 25.5 805.5 25m5 = S70 0.8] 6.1(3)} 403.2 402.3 
Lee 30.0(5)} 835.5 = 880 PONE 0) 2ay\| SiS: 478.1 
1970s weL lero 24.5 860.0 24.5 = 63:8 18.1, 848) esG5n0 515.0 
i ee nee 860.0 = Py DID 337.5 522.5 
TD eens 860.0 a Byes 36.4(6)| 286.4 573.6 
AV eee ee 360.0 1,220.0 270.0 = Sa - 1.0(4 550.4 669.6 

(1) Excludes Special Drawing Rights account. 


(2) 


(3) 
(4) 
(5) 
(6) 


This is a cumulative measure of the net resources provided by Canada to the IMF including loans under the General Arrange- 
ments to Borrow (GAB). Canada's net balance with the IMF, when positive, represents its reserve position in the IMF. 

This may be drawn by Canada virtually automatically on statement of balance of payments need, but Canada would then be un- 
der an obligation to restore its net balance to 25 per cent of its quota which is currently $1,100 million, i.e. to $275 
million. The Canadian dollar equivalent of changes in positive balances appears as a component of item H4 in Table l. 
Changes in negative balances, i.e. use of IMF credit, are shown as a component of item H5. 

Sales of Canadian dollars to IMF for gold. 

Dividend payment to Canada. 

Acquisition of GAB notes issued previously to another IMF member. 

Sales of Canadian dollars to IMF for SDR'S,. 


Note: The statement is expressed in terms of United States dollar equivalents in accordance with IMF practice. Since members 


are obligated to maintain the gold value of the IMF's holdings of their currencies, from time to time there have been 
adjustment payments between the IMF and Canada in Canadian dollars arising from changes in the exchange rate. These . 
transactions are not reflected above because the series are shown in United States dollar equivalents, and do not appear 
in the balance of payments statements because only the change in Canada's net asset is shown. The adjustment transac- 
tions affect the Public Accounts of Canada. 


ae 


TABLE 6. BALANCE OF PAYMENTS ADJUSTMENTS TO TRADE OF CANADA FIGURES 


| Trade of Canada EXPORTS 
(including re-exports) 


3,568 


Adjustments: 
WGA. Sastre ace ieee 3 Pi 6 
Aircraft and other 
AC FUSEMENE Sie the os ob ove _ 52 
Equals merchandise exports 
adjusted to balance of 
Payments basis ......... 3,532 | 3,321 | 3,667 | 3,467 | 3,809 | 3,545 | 4.053 3,936) |'45525 > P 133537 16, 841 
Trade of Canada IMPORTS .. 12.358 13,940 
Adjustments: 
Automotive products .... 2 < = Sey Es 95 
} mRireraft and other...... 
QUE DMENET mrctateh. More aie. os kn 17 
) Other adjustments ...... Sita 
Equals merchandise imports 
adjusted to balance of 
Payments Dasiswe. «als ss ss. 2,754 | 3,140 | 2,859 | 3,409 | 3,230 | 3,718 | 3,312 3,754 | 3,305 | 3,875 | 3,317 | 3,342 |12,162]14,014 E3639 
Trade balance on balance 
of payments basis ...... + 263) 392°) 462 1+ 258 14.237 | + OF) + 233 |.4-999 | + 631.1 che650 | + 731 | + 990 11,375] + 860 |+3,002 


TABLE 7. RECONCILIATION STATEMENT WITH NATIONAL INCOME AND EXPENDITURE ACCOUNTS 


1969 1970 
pz fe fmle fa [a fm] | aq ks . 


millions of dollars 
ixports of goods and services: 


Current receipts as per Canadian Balance of 


oI Eena CH OnaePay MEMES, « cv. bausisls, ses sie elelels dein s aces 4,913 | 5,062 | 4,847 |5,708 | 5,607 | 5,418 | 17,184] 19,095 | 21.580 
Deduct: 
Current transfers: 
BCL SOnAIM GemhEEANCES RS CECS Midtens.cc.0 4 diets eciee ee ous =U 23) e238 2a ee 2a 25. Gel ees 895) OTe reno 
Capital transfers: 
inheritances and migrants funds ..¢....0.000.0+ - 109 - 92 = 3/2, |=—100 | =) 122 - 93 - 370 - 363 - 388 


Total exports of goods and services as per 
National Income and Expenditure Accounts 


mports of goods and services: 


|Current payments as per Canadian Balance of 


PGE Rnd GHONA Le PAayMe NCS ln sretelts.s e100 ole 4 cies «oc 0 ee 4,903 | 5,234 |4,792 {5,456 |5,129 |4,906 |17,291 | 19,846 | 20,283 
Deduct: 
Current transfers: 
FELSONAUMECMLETANCES TS ELCS oSic.cs-s ea sins.d.c ceases - 42 - 43 - 46 |- 48 |- 43 - 47 =~ 1464 =172>| = 184 
OPEL CAAT CON EL DUEL OMS eh sisle c.cye-s. 6/06 6: ace'e) si are'cocele 6.0106 - 46 - 33 = 31 4= 42° — 79 - 49 - 133 - 144 - 201 
Capital transfers: ; 
Mmbheritances: and migrants’ funds .i....6<2 000%. - 58 - 52 | -*42 |= 49 |- 62 - 58 - 209 - 194} - 211 
Add: 
Withholding taxes on dividends and interest ...... oul 46 40 34 85 45 126 139 154 
Withholding taxes on other payments(1) ........... 17 19 26 36 10 41 83 93 113 


Total imports of goods and services as per 


National Income and Expenditure Accounts ..... 4,805 | 5,171 |4,739 |5,387 |4,990 |4,838 |17,010 | 19,568 | 19,954 


.) Includes timing adjustments. ; 
fe: Data include some revisions not yet reflected in the National Income and Expenditure Accounts. 


2 Exports 

oA (adjusted) 

1960 cecccscace eee 
EME AGoaoncooT 5,889 
WOKS Spe cme Goc 6,387 
LOGS Wereleiets erelosre 7,082 
ROGAD ars 16 «0 0's 01 8,238 
TODS «we cic 8,745 
9 OG eetelsts aleleters 10,326 
POGT Morel ersietey eves 11,338 
LOGS store = «1n'elelere T3353 
UCC! Ae datansod 14,874 
LOTION wets cersieherere 16,841 
1965 Decne ole 1,826 
Eta yatetst oles Papacy 

1M en oo < 2,263 

IW Bc oa 2,465 

1966 IE Wroverekotiets Dig Las 
IL .. 2,602 

IU eon oc 2,695 

DINE ran ote 2,806 

1.967 Seen area 2,596 
WE Acoads 3,003 

TT raracreres 2,091 

UNE ocaode 3,048 

1968 Tauete cients 3.007 
WIE pcre ae 35,092 

IBGE Se egeos Seal 
ILVidewa epeiete 3,667 

1969 EOE ovanceenene 3,467 
WY the Ql < 3,809 

aPIST creer oe 3,545 

TAA Aio gee 4,053 

1970 TD osayans. e's 3,936 
A Tteie celovens Le 505 

AEE vagarare eye 4,048 

UNE econ a 4,332 


(1) Includes transfers. 
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TABLE 8. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Imports 


(adjusted) 


5,540 
5,716 
6, 203 
6,579 
7,537 


8,627 
10,102 
10,772 
12,162 
14,014 
13839 


1,866 
2,218 
2,101 
2,442 


2,213 
2,651 
2,472 
2,766 


2,481 
2,975 
2,591 
2,725 


2,754 
3,140 
2,859 
3,409 


3,230 
3,718 
Sheol ls 
3,754 


3,305 
35,975 
3537 
3,342 


Trade 
balance 


++4+4 


tee tt+ 


+++ t++++ +++ +++ 


t+t+ 


148 
173 
184 
503 
701 


118 
224 
566 
13375 
860 
3,002 


40 
27 
162 
23 


10 
49 
223 
40 


115 

28 
100 
323 


263 
392 
462 
258 


237 

91 
233 
299 


631 
650 
732 
990 


Summary of Current Account 


Non- 
merchandise 
receipts (1) 


Non- 
merchandise 


payments(1) 


Non- 
merchandise 
balance 


millions of dollars 


1,744 
1,899 
2,036 
2,207 
2,509 


2,736 
3,070 
3,747 
3,647 
4,221 
4,739 


505 
648 
930 
653 


563 
734 
1,033 
740 


648 
947 
1,350 
802 


658 
901 
1,254 
834 


783 
1,061 
1,368 
1,009 


911 
Luss 
og 
1,086 


(2) Includes gold production available for export. 


2,829 
3,000 
3,050 
3,231 
3,634 


3,984 
4,456 
4,812 
5,129 
5,832 
6, 444 


886 
985 
1,058 
1,055 


960 
1,065 
1929 
1,208 


1,076 
1,244 
1,250 
1,242 


1,148 
T2485 
1,403 
1,300 


1, 284 
1,477 
1,591 
1,480 


1,487 
1,581 
1,812 
1,564 


- 1,085 
- 1,101 
- 1,014 
- 1,024 
io we 


- 1,248 
- 1,386 
- 1,065 
2a) 482 
28,611 
= 15.705 


= 381 
a S557) 
= 128 
= 402 


5 397 
= Sar 
= 190 
= 468 


- 428 


100 
= 440 


- 490 
oman VA 
= 149 
- 466 


- 501 
- 416 
- 223 
- 471 


- 576 
- 398 
- 253 
- 478 


current 


a 


balance 


+++ 


Total 


Current account balance 


ccount 


313 


325 |- 


PTSD) = 
478 + 
512 


ith:(2 


United 


States 


1,359 
1,341 
1,092 
1,148 
1,635 


1,937 
2,030 
1,342 
801 
733 
33 


595 
532 
175 
635 


590 
605 
Loe 
644 


563 
508 

48 
319 


415 
249 
151 
288 


387 
314 
101 
133 


269 
100 
232 
170 


With: 
United 


t++tt 


++t¢4+H+ 


+4+4+4+ ++4++ a eG easiness s-seb 


++4t+ 


169 
195 
225 
417 
605 


505 
425 
52 
466 
323 
764 


96 
141 
138 
130 


106 
110 
101 
108 


127 
116 
102 
167 


124 
130 
ES 

oT 


124 
56 
35 

108 


178 
209 
140 
Za7 


With: 
All other 
Kingdom | countries 


t+++4 t+ tir tett ttt 


+++ 


-t+t 


+++ 


43 
218 
37 
210 
606 


302 


341 
500 


CATALOGUE No. 
67-001 


QUARTERLY 


Quarterly Estimates of the Canadian Balance of International Payments 


Fourth Quarter 1970 


ERRATA 


Page 27 — Direct Investment in Canada - annual total 1969 was — 655, 
should read, + 655. 


2306-502 


wa 


aeeie co 


TABLE 8. CANADIAN BALANCE OF INTERNATIONAL PAYMENTS - Concluded 


Summary of Capital Account 


Resident 
other holdings ee Other 
Direct capital ed ee resident capitan All ti Net 
bavegesat ort move- bank i ROVER Net Saat tot 
Period Seance ; Baiennee holdings ghtee cal canieal of Special | official 
; ment Or etone ments in ea er of Canadian| — P Drawing monetary 
abroad long-term Lee short-term eee or Rights movements 
ee short-term ates term 8 
F funds — forms(1) 
abroad 
millions of dollars 
TAG alias ora: bare nie + 670 = 50) + 217 + 92 - 60 + 56 + 269 | + 1,194 “a - 39 
1961 .....-50--. + 560 = Stelhyl saq ) shih ae dasye! “tae 2. - 58 + 206 | + 1,220 veh 4+ 292 
HEOG 2 ate) crevices iers) sie + 505 - 105 + 296. - 6 + 92 + 4 +200) -- = 984 Se + 154 
BOGS ictelere wisieselsin + 280 - 135 + 471 te ail - 259 + 43 + 245 | + 666 eiee + 145 
WIG sree eis iaiss tele + 270 = Ss + 645 = - 527 = 169 aeoey || ame Jhate' eile + 364 
WSS, Cooognecn an ae yo}s) =_ 25s) 42 546 = + 140 - 140 +425 | + 1,289 soe + 159 
LIGIG® alevcie are eceisee + 790 - Suite S20 + 57 - 603 =e 12 ar fash a | vei 0hs} siere ae) 
DOA. ctelicle eieleiciaiaie + 691 - 125 Ae 473 e316 = 3) 259 - 47 SSO et = a9 ashe a £20 
QO Gl aterel ele ieleiereie ie + 590 = 225g 4-063 =p BLIKS = 401 - 85 SAW Se ABTS) iets + 349 
WED DN evetetersters ix acs + 655 = 250) |f + £032 ap PS) - 1,604 + 250 = 87 P16 ae 7a) 
NDWO. referee) eo ofsionesacs + 760 == 215), aye OO - 392 - 376 + 236 - 441] + 233 + 133] + 1,663 
1965 Ec ereversieis + 142 — -Si/a|) chee LOG + 22 - 173 = 8 eee27 i+ 35k erale = 10 
De renovate ave 133 =p esp | os 69 - 53 + 140 = 4 se of Ware | 8105)8) yc ae ae 
WS iaceae sp IE Sp ES) |} ge Ae! = 96 - 76 - 60 ap MEMO Ics = Rezo) orale + 224 
ION, SiGseearcs + 149 =| 46.) -. 153 - 3 - 7) - 68 295) e+ ss piste + 4&4 
1966 i Farosac + 134 aR tee EHSIS) Eels = 166 ad =~ 56 | + 254 ac aa bs 35) 
1 coomoo8 + 203 4 AS) - 3 a ES) = 22 = 14 +) (66218 ean sa = 123. 
1QUIk AR earrc 51 Se telOh |) ae ti] - 6 - 318 - 4l = 2 - TLD slave = 86 
IW oocoeac + 302 - 34 - 55 + 6 - oF 36 +253 | + 411 oiare ely 
1967 iy Su aao ae + 154 == 3750 dae LL aur!) + 344 4017 - 341 | + 298 ees - 15 
IE gota tio + 186 2 Ke Ge 29 qe Sill + 42 - 12 = 6S faty = 217 coe =) 2 
DIG eave ciae + 166 = S4 Meet aLO? ae 35) - 310 - 77 = Gio) = 144 oiste an ie) 
IM, Gort ° + 185 =eeSonly cee 226 sy 1S) s 335 ay 725) - 50 | + 148 Sor i ou 
1968 Lo eeressevele’s tS = 860l) Fee 142 + 58 - 99 25h) - 573 > 137, ont - 764 
DU esieie.s cis ap BES - 6 + 470 + 160 5 10 = = 103° |) 7605 ciate + 620 
TTS Save oye sis 2 SY = BO ae esses = - 170 = PD = 329 = 151 ere see WA 
LV is we ekohe te LD eal ee cin 133 + 120 - 142 ao All 293 | 89 ters Poo 
1969 Ls Peveretereteyie 56 = Dot pec LD o6 = fehl) - 156 tL69 347. pe 14226 veya - 38 
LEU Sr see 1233 - 103 nue a = £20) - 568 + 63 + 244 4+ 271 Alois - 54 
IIE ade cess ao WS =) YASH) 2 yey! = 16 - 621 - 78 + 88 - 15 otens - 5 
A allersteast a1 Bra 7, m= Joule oh y 316 Prvalactl: = 259 +196 Sei 2) te 8 1534, oan + eLOz 
1970 i soc 405 + 200 =e 1508) 49 561 + 33 +206 - 78 - 433 + 339 + 488 at 527 
aE Wetec areas a 155 - 20 - 61 - 118 - 5 + 132 + 446 eet yA) - vied. 
(GED systems + 115  15e\04 173 = 5A - 470 an E, cia 0 = + 226 
UN ees AR + 290 = GO|) = 12 153 = 107 +053 - 494 |= 383 ap ede, 


(1) Includes errors and omissions. 
... Not applicable. 


ey al af 
Bas 


ve er ee ee a ~ hg 


SS ae See 


tei 


us 


Natit 


bane ee 
Lien Ra? Wena dons 


RR ek 
Kanter eg Tease 


2 
Hath iN aah ua F Apa i yy . 
VF ESS: : ‘ 4 ‘ ; 
jeshokang pnaat bie LMR SLD 

AU ABS ’ AAV ARN HE 
dy 
Piet are Nea ee 
on Sfoinie ea 
baat " 


ae 
BNSC VE 

ae 
ela 


ehh, 


G ie *' 
n ALiees ient 


MU Sehr 
oe oh 


ne ith 
AY ys 


ie i ie ae 
RSNA Shang 


Lea 
PD 
Ns 

ce ts 


Ra ep ep tas 
SS eee 


akree 


oes 


= 


eS 


Seaibdn ne Fa Ses 
=== 
ees 


Fmt 
ees 
Fok inh he 
= 

SS 


; ; = : ers ees SSS et ; ; 
ene wei NS oe ees Soa pene ee oe sara tas ee Uigpe ian ene Same ee eT ee 
sos : Some ees a aes SS ee Ee a 
Re een: : z re = . eee ae SOE = ae ED = 
= —<— Sse Ss ee Gee ei ae : es 5 ae 
5 reshranigs = Z: === ee z S = = Cre Se 
s 3 aes = P Z sos ay 
= = 


eave 


Sia 


Sas 


See 


reteset 
caesar 


Sees 


Recs, 


a 


pear 
a 


Fer ey: 


a 


Ser ae 
ae 


See 


ee 


Zo fe ne 
ecertes 


FL NERA 


Sates 


See SS 


wee 


ota 


